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ENERGY ECONOMICS FRANCE 


SUBSIDIES TO CDF ABSORB 60 PERCENT OF ENERGY BUDGET 
Paris LES ECHOS in French 16 Sep 82 p 5 
[Article by D. D.: "Priority to Coal and Energy Conservation" 


[Text] Again in 1983, coal will mobilize most of the budgetary resources of 
Edmond Herve, minister delegate for energy. The subsidy to the French Coal 
Board will actually absorb...60 percent of the resources directly available. 


With Fr 6.5 billion, aid to CDF is increasing by 25 percent. Its detailed 
distribution will not, however, be definitive until the signing of the new 
planning contract binding the government to the public firm. 


In addition to this public support, coal activity can count on Fr 15 million 
next year for the inventory of national resources and on 72 million for the 
application of new technologies. 


Accounting for the ambitious objectives defined in the area of energy 
conservation, the French Agency for the Mastery of Energy will see its 
resources increase considerably. 


However, it is worth emphasizing that this development is only after the 
creation of funds for large projects, Fr 2 billion of which will be paid to 

the Agency. This process makes it possible to more than compensate for the 
reductions made in the Agency budget due to a cost overrun payment for Algerian 
gas. 


Considering everything, 3.536 million will be devoted to this policy in 1982 
and 1983. 


At the time of the presentation of his budget, Herve announced that accelerated 
depreciation would be authorized for firms acquiring energy conservation equip- 
ment. 


The "Carburol" plan has a budget increased by 20 percent, so that next year 
it will reach around Fr 30 million. This sum is taken from the hydrocarbon 


support fund. 


9939 
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ECONOMIC FRANCE 


DEFENSE DECREASES; RESEARCH, INDUSTRY INCREASE IN 1983 BUDGET 
Sectorial Breakdown of Allotments 


Paris LE MATIN in French 2 Sep 82 p 3 
[Article: "Expenditures: Priority for Industry"] 


[Text] The appropriations bill favors the pro- 
ductive infrastructure rather than the recovery 

of consumption and state responsibility for creat- 
ing jobs. 


Influenced by crisis, austerity and discipline, the 1983 appropriations bill 
has turned its back on recovery through consumption and on the state's taking 
responsibility for a large share of the jobs created. 


The priority for expenditures will, rather, tend towards modernization--techno- 
ogical change, Jean-Pierre Chevenement said Tuesday [see third article in this 
series]--of our productive infrastructure. Credits for research will increase 
by 14.8 percent in volume and those for industry by 23.7 percent in value. 

For the remaining sectors, a few favorable measures will be granted to 
employment, training and education, and there will be special programs for 
housing, large-scale projects and energy Savings. 


These priorities, however, can only be implemented through a "considerable 
effort at savings," explained Jacques Attali at the end of the cabinet meeting, 
"accompanied by a reevaluation of the state's role, which has grown over the 


years." 


Government departments are therefore going to suffer; their style of living 
will decrease by at least 8 percent because their operating expenses will 
simply be extended at the same level in current francs as in 1982. As a 
result, there will be a serious halt to the creation of public employment, 
which in essence is unproductive. Only 13,000 public jobs are included in 
the budget, half for rational education and the rest primarily for security 
and to fight tax fraud. In 1982, 46,950 jobs will have ben created in the 


civil service. 











The Favored Ministries 
--Research: +17.8 Percent 


The government's aim of bringing the national research effort to 2.5 percent 
of the GDP by 1985 has lead it to increase the civilian research budget by 
17.8 percent (compared with a 512-percent increase in 1982 over 1981). It 
will reach Fr 32.526 billion in 1983. The favored areas are space programs 
(+24.5 percent for Ariane and satellites), aerospace (+35 percent), data 
processing (the electronics sector will receive Fr 1.852 billion in subsidies) 
and salaries (+70 percent). In addition, subsidies will be replaced by 
decreased tax "whenever possible." 


--Industry: +23 Percent and Simplification 


The Economic and Social Development Fund (FDES) has not been eliminated, but 
its subsidy has been pared to Fr 1 billion and the preferential loans that 

it granted must be taken over by the banks. Aid to industry will increase by 
23 percent, which corresponds to a sixfold increase in credits since 1981. 
The natioualized sector will receive the bulk of its aid as capital subsidies 
(Fr 11 billion) of which 7.5 billion will go to the competitive sector and 

? billion to the SNCF [French National Railroads]. 


--Training: Accent on Technical Areas 


"Despite the change in unemployment, the job situation will remain difficult," 
noted Laurent Fabius as an introduction. Thus, the administration's first 
priority will be to find jobs for youth and the unemployed. In all, Fr 24.676 
billion has been set aside for this (+31.5 percent), with a planned restructur- 
ing of aid. (See end of article.) The Ministry of Education's budget will 
increase by 25.8 percent, with emphasis on technical high schools (renovation 
credits are up 65 percent, credits for material also up 65 percent and 3,600 

of the 5,830 additional jobs in education are in these schools). 


-~-Security: 3,000 National Police 


There will be 1,954 local police jobs created (Fr 250 million) and the national 
police force will be favored even more: 1,000 additional jobs and the transfer 
of 2,000 draftees to this sector. Airports will be equipped with monitoring 
devices to combat hijacking (a 3l-percent increase in investment credits for 
civilian aviation). 


-~-Justice: Access for All 


The "vigorous" effort undertaken in 1982 is continuing. There will be 594 jobs 
created, and the budget is increasing by 11.6 percent (28 percent last year). 
Operating credits (+12.8 percent) should promote access to justice for the 
French (legal aid and creation of a fund to compensate court-appointed lawyers). 











--Decentralization: Aid to Localities 


After the decentralization law, the state was to aid local communities. An 
overall equipment subsidy will be created to help communities and departments. 
Its goal over the long term is to reorganize all of the specific investment 
subsidies granted to Paris. To help with the transition, the creation of this 
subsidy will last for 3 years. In 1983 this subsidy will receive 1.26 billion 
for the communities that will have authority in the area of urban affairs and 
1.45 billion for the departments with responsibilities for professional train- 
ing. In all, the transfer will reach 30 billion. In addition, the state has 
given up its share of the habitation tax, which will go to the communities. 
This measure will bring 900 million to the localities. With its traditional 
contributions (operating subsidy and compensation for the VAT [value-added 
tax]), the state will be giving 117.8 billion to the local communities (+18.2 
percent). 


--Quality of Life: Renovation and Public Transportation 


In 1983, 2,000 older housing units will be rehabilitated in the rental sector 
(+40 percent), a priority area of the administration; there will be fewer loans 
for first-time owners than in 1982 (150,000 compared with 170,000) because the 
emphasis will be on renovation and aid to the most underprivileged. 


A special effort to improve the availability and quality of urban transporta- 
tion should lead to a doubling of credits (Fr 850 million in the budget and 

a first portion of the special public works fund). At the same time, the 
credit for urban highways will reach Fr 1.77 billion and credit for the country 
road system 1.833 billion (+4.3 percent). 


--Culture: Large Projects 


The culture budget continues to increase markedly (+84 for equipment and +19 
percent for operations). This sector, which remains a priority, should receive 
a subsidy of 1,400 jobs. The large projects that could be started: the Parc 

de la Villette (Fr 238 million), the Orsay Museum (Fr 668 million), the Bastille 
Opera (Fr 172 million), the Arab Institute (Fr 59.5 million). The rest of the 
country apart from Paris will receive 1.5 billion francs for equipment needs. 


-~-Aid to the Third World: .52 Percent of GDP 


This area, in which the government has expressed great ambitions (public aid 
to development should reach .7 percent of the GDP in 1988), will receive 

Fr 20.5 billion. In particular, the Ministry of External Relations will 
receive Fr 3.275 billion for bilateral activities (including Fr 1.4 billion 
to pay for Algerian gas, as planned) and Fr 427 million for contributions to 
international organizations. 


...And the Disfavored 


Defense, agriculture, veterans, environment, maritime affairs and leisure are 
the disfavored in the 1983 budget. 


National defense's credits will increase by only 10 percent, compared with 

17 percent in 1982, which is 3.9 percent of the GDP. The major priorities are 
not being downplayed, especially strategic arms (nuclear credits have increased 
24.6 percent); the only thing new involves upgrading the conditions of draftees. 


Agriculture's credits will increase by only 9 percent; they grew by only 10.2 
percent in 1982. However, equipment credits are increasing by about 15 percent. 
Among this budget's priorities are encouragement of quality and quality con- 
trol: +51 percent. 


What the State's Money Is Used For 


Classification of the "spending" ministries (credits established in the 
appropriations bill). 











Sector Billions of Francs Percent change 
Overall Budget 881.40 +12 
Defense 158.86 +10 
Agriculture 29.76 + 9 
Veterans Affairs 24.50 + 6 
Trade and Crafts ~45 +29 
Culture 6.99 +17 
Overseas Departments and 

Territories 1.18 + 9 
Economy and Finance 217.98 +13 
National Education 156.14 +14 
Environment 7 - 6 
Industry 11.44 +24 
Interior and Decentralization 31.84 +15 
Justice 9.32 +12 
Maritime Affairs 6.58 +10 
Economic Planning and 

Development 1.57 +50 
Scientific Research and 

Technology 22.46 +21 
External Relations 15.04 +25 
Department of the Prime 

Minister 9.79 +27 
National Solidarity, Health, 

Labor 88.35 +13 
Leisure 2.39 + 3 
Transportation 47.05 +17 
Urban Affairs and Housing 38.62 +18 
Consumer Affairs 27 new 





Reorganization of Emp’oyment Subsidies 


Procedures Eliminated New Procedures 








Relocation assistance 
Bonus for a net creation 


Aid to the first employee in a of jobs in cratt businesses 


craft business Training program for 16 to 


Pre-apprenticeship bonus 18-year old youth 
Training program for the 


On-site practical internship long-term unemployed 


Waving of social expenses when 
hiring youth 


As a whole, the measures to encourage employment are not very innovative. All 
were already announced, if not "yeannounced," by Jean Le Garrec when he arrived 
at the Ministry of Employment after the latest ministerial reshuffling. But 
at least this plan has a definite figure: Fr 24.5 billion. It is organized 
around three poles: youth employment, new measures, including the reemployment 
of the long-term unemployed and, lastly, traditional activities in the area 

of training. Of the 5.676 billion devoted to employment (“7.5 percent com- 
pared with 1982), half is earmarked for the training of 100,000 16- to 18- 
year-old youths beginning in September, and 80,000 in 1983. The same is true 
for the solidarity contracts that fall under the new measures (5.86 billion, 

a 193-percent increase in l year). Traditional activities have garnered the 
largest amount (13.14 billion) but the lowest increase (10 percent). These 
involve measures favoring professional training, reclassification of the 
handicapped and the ANPE [National Agency for Employment ]. 


Tax Changes 
Paris LE MATIN in French 2 Sep 82 p 5 
[Text] The Major Provisions 


A general increase of 12.3 percent, reduced tax on 
capital gains, reduction of the one-time solidarity 
tax, increase in the level at which large fortunes 
will be taxed. 


Income Tax 


All brackets of the tax scale will be revalued by the amount of inflation. The 
same is true of the ceiling for family tax relief, which will go from Fr 7,500 
to Fr 8,450 per half share. 


Those with 1982 salaries less than or equal to Fr 35,000 (for a bachelor), 
Fr 39,600 (for a couple with no children) and Fr 57,500 (for a couple with 
two children) will not have any income tax to pay in 1983. The indexing of 
the raise in the scale for those with low income will exempt several hundred 
thousand additional taxpayers. 





The 10-percent increase in contributions scheduled for 1982 will be cut to 
7 percent and will only apply to the portion of the tax over Fr 28,000. 


A 65-percent bracket will be instituted for the portion of income over 
Fr 541,000 (for an employed couple). 


The limits for deductions and abatements applicable to very high professional 
income will be maintained at their current levels. 


In sum, 1983 taxes will be the same or somewhat less than those of 1982 for 
the vast majority of taxpayers. 


Non-Profits 


Those operating under the 1901 law could be partially exempt from the tax on 
salaries--an exemption that they have requested for a long time--and on the 
remuneration of artists hired for one-time shows. Similarly, entertainment 
firms could be exempted for up to 50 percent of the professional tax. Lastly, 
artistic, literary and scientific profits will henceforth be calculated on the 
basis of an average of 5 years of receipts instead of the 3 years currently 
used. These reductions will cost the national budget about Fr 110 million. 


Small Businessmen, Artisans and Farmers 


They can now benefit from the tax advantages available to members of approved 
management centers if they opt for the actual tax system. They will also be 
authorized to use a super-simplified accounting system, which will be "less 
costly" and have rules that are "more accessible" and taxpayer obligations that 
are “considerably reduced." The st te will reimburse them for the cost of 
keeping and auditing this accountiug system by reducing their tax by Fr 2,000. 
Lastly, the ceilings above which a business is not allowed to join a management 
center are simply eliminated. 


Remission of the Television License Fee 


This remission will be extended to 800,000 additional individuals. All tele- 
vision viewers over 60 who are exempt from income tax will benefit. This 
measure, which will bring the number of people affected from 1 to 1.8 million, 
will cost the state Fr 320 million. Currently, the only people exempt from 

this fee, which will increase in 1983 although the amount of the increase has 
not yet been determined, are certain welfare cases and, under certain conditions, 
persons over 65. 


Housing Tax 
The appropriations bill calls for not adding the 3.6-percent payment for 


disencumbering and unproductiveness costs to the amount of the housing tax 
set for 1983. The cost of this measure is estimated to be Fr 900 million. 


ASSEDIC Allocations Invested in a Cooperative 


Currently, the allocations given by ASSEDIC [Association for Promotion of 
Employment in Industry and Business] to unemployed workers who start a 
business are considered to be taxable. "With an eye toward encouraging 
development of the social economy," the appropriations bill for 1983 proposes 
to exempt from income tax the benefits received from ASSEDIC if they are added 
to the capital of a workers’ cooperative production firm (SCOP). 


Several Taxes Will Be Eliminated 


This concerns taxes “involving unnecessary difficulties when compared with 
their yield": stamp duty on posters, duties on residency certificates, duties 
on receipts. 


Price of Tobacco 


it should increase by 8 percent in 1983. This will bring the state an addition- 
al Fr 700 million in receipts. For those in charge of the budget, it is 
absolutely indispensable to update the use tax rate on tobacco to take into 
account the change in prices and to make technical changes in the monopoly. 

The budget department has in addition explained that various measures concern 
ing the tobacco monopoly will be proposed later to make it compatible with 

EEC regulations. 


Automobile Tax 


It will be increased by an average of 8 percent to take into account the 
change in prices. Hut the special tax on passenger vehicles over 16 hp will 
be increased by 16 percent (16 percent for the oldest vehicles). As for 

the tax on passenger cars belonging to firms, it will increase 10 percent for 
small cars (less than 7 hp) and 16 percent for large ones. Expected receipts 
from these measures amount to Fr 800 million. 


Battle Against Tax Fraud 


No more refuge for tax offenders. The government has the firm intention of 
dealing severely with white-collar swindlers. From now on, taxpayers who have 
concealed amounts of over Fr 1 million from the state through fraudulent 
practices definitely will be punished with prison terms. 


This is firmly expressed in the 1983 appropriation bfll, which states that 
"the sanction to be applied to this offense if it is pursued in the courts 
will, in all cases, include a prison sentence." This is not true at present. 


To make this policy, which is "a part of the activities being conducted against 
large-scale tax fraud," fully effective, the budget department will establish 
1,500 additional jobs for specialized civil servants. 








Large Fortunes: Starting Point Raised to Fr 3.2 Million 


The amount at which the tax on large fortunes will apply will also be updated. 
The 1983 appropriations bill sets the taxable starting point at Fr 3.2 million 
instead of Fr 3 million for the annual tax for individuals having their tax 
residence in France (for goods located in France or outside of France) and 

for individuals without a tax residence in France (for goods located in France). 
The limit goes from Fr 5 million to Fr 5.4 million when the taxpayers have job- 
related assets. 


The tax rate is set at .5 percent of the fraction of the net value falling 
between Fr 3.2 and Fr 5.4 million, at 1 percent for that portion between 
Fr 5.4 and 10.8 million and at 1.5 percent above that. 


Raising the amount at which the tax on large fortunes begins is part of the 
"good news" for taxpayers. 


By establishing this new tax last year, the government justified itself 

by invoking the concept of general solidarity. "This tax, which already 
exists in many countries, has been deemed desirable by a large majority of 
French men and women," commented Laurent Fabius. At first the tax was to 
have affected between 1 and 2 percent of the French. According to the latest 
estimates, the tax on large fortunes will bring in «uite a bit more than 
predicted, which was about Fr 4 billion. 


A 65-Percent Super-Bracket 


It was finally decided at the very last minute of the cabinet meeting to create 
this super-bracket in the individual income tax scale. In fact, several 

hours before the meeting, the issue had nct yet been decided. For its adher- 
ents, this bracket was necessary to "tax the rich" at a time of general 
austerity. The solidarity measures must be proportional to each person's 
income. 


It detractors, however, pointed out that this measure was more harmful than 
beneficial. For a small amount of revenue (less than Fr 2 billion, according 
to estimates), there was a risk of discouraging upper-level professionals 

and those with high incomes even more and to worry business circles and the 
stock exchange at a time when there is an attempt, with the Delors plan on 
savings, to revive the financial markets and make the depressed business 
atmosphere "healthier." 


In the end, the former won out: Income above Fr 541,000 for a couple without 
children will be taxed at 65 percent. But, at this income level, the taxpayers 
must also pay the unemployment tax (7 percent), which has been retained for 
1983. The government, which decreased across-the-board this unemployment 

tax that hits middle and upper incomes, wanted t. compensate by creating this 
bracket for the "super rich." 











Solidarity Tax: A Definite Decrease 


The one-time increase in the income tax has again been maintained in 1983 

for “one time." But the starting point has been reevaluated. And the method 
of calculation has been simplified and mo’ified. This year, the taxpayer 

who paid over Fr 25,000 in taxes in 1982 must pay a 10-percent surtax on the 
amount of his tax over Fr 15,000. In 1983, this surtax will begin at Fr 28,000 
(and not Fr 25,000); its rate has been reduced to 7 percent (instead of 10 
percent). This is therefore a definite reduction. 


This unemployment tax, which was originally meant to hit taxpayers paying 

over Fr 15,000, had already been reduced, since the starting point was raised 
to Fr 25,000. It is to finance a one-time subsidy by the state to UNEDIC 
[National Union for Employment in Industry and Trade], and this is where it 

got its name. In all, it affected 1 million taxpayers this year, instead of 
the 2 million predicted. For next year, in general the same ones will pay this 
"one-time" tax, but they will pay less. With the increase in unemployment, 
contrary to the optimistic predictions last year, the government did not want 
to give up this surtax. Solidarity remains on the agenda. 


The political effect of this measure is important to the government, despite 
the diverse criticism it has raised. The government will undoubtedly resign 
itself to prolonging this tax until the unemployment curve drops considerably. 


Capital gains: Simplification and Reduction 


Deemed "stupidity" by Michel Jobert, the capital gains tax introduced in 
1976 by Jacques Chirac, out made effective in 1978 through the efforts of 
Raymond Berre, has finally been simplified and reduced by Laurent Fabius. 


Capital Gains on Personal Property 


The budget minister has first of all proposed purely and simply eliminating 
the complex system that distinguishes between the capital gains on securities 
that are taxed at 15 percent and those that are currently taxed at 30 percent 
(when there is rapid rotation of securities in a portfolio having a value over 
Fr 121,100). A simple uniform rate of 15 percent will be retained, which, in 
addition will be applied only to sizable transfers. In 1982 the transfer 
amounts will be revalued by 12.3 percent. 


Capital Gains on Real Estate 


As for capital gains on real estate, which involve a more complicated system 
than the preceding, which called for reintegrating them in owners’ income and 
divides them into five categories, the appropriations bill has also conducted 
a “clean sweep." There will no longer be more than two categories: short- 
term capital gains involving a resale 0 to 2 years after purchase ("specula- 
tive" capital gains under the current system) and long-term capital gains 
(resale after 2 years), in which the concept of speculation is absent, and 
which would be taxed on their amount corrected for monetary erosion and an 
abatement increasing over time and continuing until total exemption. Article 
35A of the General Tax Code is rescinded. 
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Lastly, to favor employees transferred for professional reasons and French 
citizens living abroad, the law extends the exemption of the secondary resi- 
dence to the first transfer of any house, even if rented out, on the condition 
that the seller does not own his primary residence. 


All of these measures will apply to capital gains made as of 1 January 1982. 
They will cost the state, by taking away from the 1983 budget, about Fr 600 
million. But they go along well with the logic of the Delors plan to encourage 
productive savings. Another advantage: they give a "modern leftwing image" 
to a category of Frenchmen who thought they were being persecuted up to now. 


Role of Nationalized Firms 
Paris LES ECHOS in French 1 Sep 82 p 7 


[Article by Jacques Jublin: '"Chevenement Hopes to 'Provoke' 100 Billion in 
Investments in French Industry"] 


[Text] The spirits of the new heads of the natirnalized firms must be weighed 
down. The more immense the task becomes--they must absorb unemployment, 
revive the economy, assure technological independence and turn foreign trade 
around--the more the government exhorts them, the more the state calls upon 
them. With a quasi credo: "France is counting on you." 


Before summer, Pierre Mauroy, by bringing, in his fashion, the chief executive 
officers to the baptismal fonts of the public sector, asked them to be the 
"spearheads" of the economy. Fall has hardly begun but Jean-Pierre Chevenement 
called them together for breakfast at the Georges V in Paris so they would not 
forget the message from the Elysee: Industry is everything for France; without 
its riches, without its productivity, the nation will decline. 


The speech was serious and solemn: "If the trend is not reversed within 10 
years, the country and its substance will disappear." 


This gave Alain Gomez (Thomson), Loik Le Floch-Pirgent (Rhone-Poulenc), 
Bernard Hanon (Renault), Albin Chalandon (Elf-Aquitaine), Raymond Levy (Usinor) 
and all their colleagues something to worry about on the way back to the office. 


Because Jean-Pierre Chevenement not only intoned his “march forward." He 
warned: "Bad management of public firms will be punished. Our job is not to 
be a collector of bills." 


Watch out, accounts in the red; watch out, those who have chronic deficits 
and call on the state for help and who ask for subsidies. 


Observatory of the Public Sector 


At this point, the government's eye will make sure that an observatory of the 
public sector is created. Every 6 months, the figures of the nationalized 
firms will be published. Because the minister for research and industry 
definitely told the chief executive officers of their socialist responsibil- 
ities: "You have 54 million stockholders." 

















There is so much voluntarism and vigilance because the situation is serious. 
The foreign trade deficit, which brushed 53 billion for 7 months, is not the 
only worry. What should be said about the 700,000 jobs lost in businesses 
since 1974? What to say about the devitalization in creative thinking? And 
how can we not be alarmed when industrial investment (excluding construction 
and public works, energy, agribusiness, transportation and telecommunications ) 
did not. surpass Fr 62 billion in 1981, some 2 percent of the GDP? The comment 
of Jean-Pierre Chevenement: "That is the sign of a serious deficiency. A 
new breath is needed." 


One figure illustrates the gap. Last year IBM devoted over Fr 11 billion 
to research alone, almost one-fifth of the French industry over which Jean- 
Pierre Chevenement exercises control. 


The government intends to put a halt to the deindustrialization that has been 
going on for 9 years. And as the minister explained to the press yesterday, 
he wants the savings channeled toward public and private firms to increase 
enormously. Of the measures recently announced by Jacques Delors--"savings 
account," "participatory credits"--an additional 40 billion is expected for 
oiling and modernizing the production infrastructure. And for catching up. 


But awareness is growing. "Modernizing will not create jobs. Thus, new 
branches of activity must be developed. Nuclear, biotechnology, applied 
chemistry, aerospace, electronics, audiovisual, communications." 


The words are familiar, because for more than a year they have been the back- 
drop to the need to industrialize. But everyone must really internalize this 
and the strategy must be minutely laid out. Work days to do this will be 
organized in November, with Francois Mitterrand present. They will result 

in the National Congress of French Industry in June, which will be nothing 
less than the outline of a framework for development to cover the period of 
Plan IX (1984-1988) for the businesses of the country. 


First State-Nationalized Firms Triennial Agreements in the Fall 


Let there be no mistake about the government's intentions. Industrial policy 
is the state's business and includes defining the large strategic sectors. 

Once this is done, nationalized firms will have all the management autonomy 
they need. With "American-style" sanctions in case of patent failure. So that 
the rules of the game will be clear, the first agreements between the state 

and its ".ubsidiaries" will be concluded at the end of this year for 3 years. 
But it will not be enough to unfurl the public banner to be heard by Jean- 
Pierre Chevenement. 


On Sunday the minister is preparing to explain in Clermont-Ferrand, the fief 
of Michelin and private capitalism, how he is going to "hold out his hand" 
to those who provide two-thirds of French production. Because without then, 
recovery is impossible. 
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ECONOMIC FRANCE 


GOVERNMENT TAKES OUT LOAN OF 10 BILLION FRANCS 
Paris LE MONDE in French 1 Sep 82 p 29 


[Text] On 14 September the French Government will take out a 7-year Fr 10 bil- 
lion state loan with a fixed rate of 15.75 percent, reimbursable in fine, 
i.e., in one sum at the end of the /-year period. 


This transaction, which was entrusted to the Societe Generale, leader of the 
consortium in charge of the loan, brings the amount of state loans issued 
since the beginning of the year to Fr 30 billion. This includes two previous 
issues: 


--a Fr 10 billion loan taken out last 9 June for a period of 8 years at a rate 
of 16 percent 


-~-a loan of the same amount taken out last 14 January, also for 8 years, with 
a rate of 16.20 percent. 


In 1981, only two state loans were issued: the first, on 15 January, for 
Fr 10 billion at 13.80 percent for 8 years; the second, on 10 September, for 
Fr 15 billion for 6 years at a record rate of 16.75 percent. 


It is thought in financial circles that the rate of the current issue (15.75 
percent) confirms the slight easing observed in interest rates; an adjustment 
of several centimes was apparent on the domestic market, where the rate of 
return is 14.95 percent for this type of loan. 


It is thought that the public should respond favorably to this new state loan 
because it will benefit from the measures for bond issues announced by 
Delors: an increase in the tax-exempt portion from Fr 3,000 to Fr 5,000 

and maintenance of an across-the-broad charge of 25 percent. 
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ECONOMIC FRANCE 


FOREIGN DEFICIT TO BE REDUCED BY 30 BILLION FRANCS BY 1983 


Paris LES ECHOS in French 20 Sep 82 p 3 


—— ae 
——_aa 


[Article by Jean-Michel Lamy: "Pierre Mauroy: ‘The Trade Deficit Will Be 
Reduced by 30 Billion Francs in 1983'"] 


[Text] After "priority for employment," the fight against inflation has 
regained its prestige and, last Wednesday, the Council of Ministers solemnly 
discovered the importance of foreign trade. With the exception of a "small 
package" of measures prepared by Michel Jobert at the end of 1981, the cabinet 
has, in fact, never become mobilized on the export front. 


In this respect, the figures are a cruel reminder. In 8 months, the external 
trade deficit has reached 61.27 million after corrections for seasonal vari-. 
ations compared with 26.582 million from January to August 1981. The imbalance 
for the year will fluctuate between Fr 90 and 100 billion. 


From a monetary standpoint, France currently needs Fr 300 miliion in currency 
each day to honor its invoices abroad. 


Attacks against the franc are aggravated in a fundamental way by observance 
of a policy carried out in three directions: prices, budgetary-monetary, 
foreign trade. Speaking before the Socialist parliamentary group, the 
prime minister reaffirmed the Aetermination of the government: 


--The objective of 8 percent inflation over 2 years remains central. There, 
everything depends on the intensity of price-wage recovery after the freeze 
and on "structural" measures prepared by the services of Jacques Delors 
[minister of economy and finances]. 


--The choice of a "rigorous" budget is also recalied. There, everything 
depends on the real mastery of expenditures and, particularly, on the financing 
methods . 


From this standpoint, a deficit limited to 3 percent of the GDP [gross domestic 
product] is not a guaranty. The French bond market is not broad enough to 
absorb all of the government deficit, whence the inevitable recourse to the 
creation of money. 

--At the same time, the head of government pleaded before the Socialist base 
for a "strict" monetary policy. "Last year," he indicated, "the monetary 
Standards will be below the GDP in value, that is, 10 percert.” A huge 
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tightening of the screw! If the standard is respected, firms will see their 
access to credit shrink, aggravated by the fact that financing a portion of 
the budget with creation of money will "pump up" the available margin. 


--Finally, on the subject of foreign trade, Mauroy recommended the development 
of "invoicing exports in [French] currency." The process can improve competi- 
tiveness and give the currency market a break. COFACE [French Company for the 
Insurance of Foreign Trade] will give its guaranty under certain conditions. 


The prime minister again asked national firms to promote PME {small and 
medium firms] abroad and the banks to be more involved in exports (in certain 
countries, however, their nationalized nature is a handicap). 


For his part, Jacques Delors suggests that each firm have an export account. 
He assures us that the productivity of firms (except agriculture) has increased 
by 5 percent during the first two quarters compared with 1.8 percent in 1981. 


"On the whole," says Mauroy, "the external deficit will be reduced by some 

Fr 30 billion in 1983." A figure that corresponds to a "spontaneous" recovery 
of Fr 20 billion because of the phasing in of French growth (2 percent) with 
that of its partners (1.8 percent). Ditto for inflation (respectively, 8 and 
8.5 percent). ? 


The other Fc 10 billion will come from more "voluntary" actions, such as the 
careful scrutiny of certain "abnormal" imports. Why, for example, does the 
rusk industry have a deficit of Fr 150 million for the first two quarters? 


Wi_. the price-currency-exchange triptych proposed by the chief of state and 
accepted by the Socialist parliamentarians convis:ce foreign operators? Pru- 
dent, they remain sceptical. Certainly, the reestablishment of the great 
balances would be favorable to exports and, therefore, to the stability of 
the currency. 


That requires time and perseverence and, also, an admission of change compared 
with the policy set in motion.since May 1981. That is not the case. The wager 
on an inflation rate of 8 percent in 1983 is all the more risky because of it. 


9 Billion Deficit in August [boxed separately following above article] 


In August the foreign trade deficit was 8.957 billion (figure corrected for 
seasonal variations). This sum is the result of a total of foreign purchases 
worth Fr 61.522 billion while our sales abroad were only Fr 52.565 billion. 
In uncorrected figures, the figures are Fr 48.615 billion for imports and 

Fr 39.630 billion for exports, or a deficit of Fr 8.975 billion. 


According to the Ministry of Foreign Trade, these figures should be interpreted 
carefully, considering the amplitude of seasonal variation. They reflect, 
however, a continuation of the improvement registered since the beginning 

of the summer, specifically as relates to our exports of industrial products 
(up 5.9 percent compared with the average level of the 3 preceeding months). 
However, our energy deficit continues. In addition, the reduction in our grain 
sales caused a reduction in the trade excess in food products, which, however, 
remains above Fr 700 million. 








On the other hand, the ministry emphasizes that the excess of our external trade 
in industrial products shows an increase (up 3.9 billion instead of 1.8 billion). 
In summary, the figures for the month of August show an improvement in areas 

that had produced certain worries during the last 2 months. The rate of cover- 
age is currently 85.4 percent, an improvement compared with the 3 preceding 
months, but remains below that of the past 12 months. Since 1 January, the 
deficit has reached 61.2 billion (CVS [Corrected for Seasonal Variation]). 
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ECONOMIC FRANCE 


CHEVENEMENT ANNOUNCES MINISTRY'S NEW ORGANIZATION 
Paris LE ECHOS in French 9 Sep 82 p 9 


[Article by J. M.: "Jean-Pierre Chevenement Is Reestablishing Departments for 
Industry" ] 


[Text] A new minister, new structures--Jean-Pierre Chevenement presented the 
reorganization of his ministry to the cabinet. Three departments--research 
and technology, industry, energy and raw materials--will represent the three 
centers of activity of the enlarged ministry. 


This reorganization is inspired by logic but also incorporates the desire 

to examine industrial problems in general. In effect, Jean-Pierre Chevenement 
has reestablished departments within the Ministry of Industry, one of the 

pillars of the ministry eliminated by Pierre Dreyfus after Jean-Pierre Souviron's 
departure. 


Another sign: Louis Gallois will be the general director of Industry. A 
former student at the National School for Administration, Louis Gallois was 
civilian administrator at the Treasury (from 1972 to 1976), financial attache 
at the French embassy in Tokyo (from 1976 to 1978), bureau head for develop- 
ment aid at the Treasury (from 1978 to 1981). Since May 1981 he has been 
office manager for Jean-Pierre Chevenement. 


The departments within Industry again head up the branch divisions, which had 
taken on a certain autonomy in the preceding reorganization. In the division 
for chemical, textile and diverse industries, Christian Langlois-Meurinne 

is being replaced by Jean-Michel Yolin, mining engineer, currently head of 

the interdepartmental office for industry iu the Nord-Pas-de-Calais and direc- 
tor of the Douai engineering school. Pierre Gadonneix, at the division for 
metallurgical, mechanical and electrical industries, and Jean-Claude Hirel, 

at the division for electronics and data processing industries, remain in their 
posts. 


The new department of research and technology will be given to Roland Morin, 
who is supervisor of research problems in the minister's office. The depart- 
ment for energy and raw materials has been in place for many years; its current 
head is Jean Syrota. 
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In addition to these three departments, the reorganization calls for the creation 
of five horizontal offices that will be used to coordinate the various activities 
of the ministry, both in the area of research and industry: general management 
office, commission for regional affairs (also responsible for interfacing with 
small and medium-sized industries), commission for international affairs, 
scientific and technical mission and the center for planning and evaluation. 


Lastly, Jean-Pierre Chevenement's new office manager is Loic Hennekinne, advis- 


ory minister in Tokyo from 1979 to 1981 and representative for external activ- 
ities at the Ministry of Industry since September 1981. 
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ECONOMIC FRANCE 


ROCARD OUTLINES DIRECTION OF NEW PLANNING COMMISSION 
Paris LES ECHOS in French 9 Sep 82 p 6 


[Article by Jean-Michel Lamy: "Rocard: The Future of the Country Hinges 
on Mastering a Dozen Technologies" ] ) 


[Text] Is the plan still the future of Socialist man? According to the 
strict party line, yes. In reality, an entire portion of the majority seems 
literally paralyzed by the personality of the minister in charge of the 
question, Michel Rocard. As a result, for many ministers the plan is not 
even an important reference point. 


Will the paradox be removed after yesterday's official installation of the 
National Planning Commission? Rocard explained the strengths and weaknesses 
of the French situation to the 80 members, meeting together for the first 
time. 


In support, he submitted a series of short, direct phrases that will not be to 
everyone's liking. There is no hidden treasure in businesses, in the banks 
or in the state coffers." "The increase in real saiaries, which was greater 
than the gains in productivity recorded in France over the past few years, 

has exceeded the amount that the real resources of the nation can tolerate." 
"T am convinced that voluntarism is sometimes the worst enemy of will." 


The kernel of the message was industrial priority, "which clearly appears as 
the moving force that should underlie all of Plan IX." With two principles 

to accompany this choice: observance of the laws of the marketplace and 

the necessity for compromise. Those who have listened to Socialist discussion 
will recognize them as themes that caused fights at the PS congresses in Metz 
and Valence. 


Each time, the discussion was never really decided nor the dividing line 
settled. After 15 months in power, they will have not been, even if the 
government now seems to be trying to place its policy in the melting pot of 
the rules of international competition. In any case, it is not being naive to 
point out that the cabinet preferred to put off examining Rocard's proposals 
until a later date. 


The planning minister therefore presented to the commission general trends that 
are still subject to government approval. 
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"We are not undergoing a crisis, but a gigantic mutation," Rocard, who believes 
that worldwide difficulties will get worse, noted first of all. "I have doubts 
about the predictions for a strong, durable recovery in 1983." 


The minister then analyzed France's individual handicaps. First of all, the 
relative weakening of the production infrastructure, as shown by the trade 
deficit and the deterioration of the financial situation of firms. 


"Gross savings by business, that is, their ability to invest in proportion 
to the added value, was virtually halved during the last decade, going from 
14.4 percent in 1972 to 7.7 percent in 1981. Investment declined by over 10 
percent in volume in 1981 compared with 1973," he emphasized. 


Second, he denounced the fact that we have become accustomed to inflation and 
then denounced the inadequacy of social dialogue and the slowness of France, 
"which became an industrial power only after World War II." In passing, he 
deplored the French social body's insensitivity to a few simple truths: "You 
can only distribute what you have produced; the riches of firms and of the 
nation are limited quantities, and every free service has a cost." 


On that basis, Rocard pleaded for a rapid change in some of the causes of 
nur foreign deficit; "the area the most immediately available is energy." 


In addition, he broached a tricky question: Has the government managed well 
the past 15 months? Replies [as published]. The general outlines of the 
temporary plan underwent serious changes "especially in the areas of the rate 
of growth of social benefits and the surcharges imposed on firms." There is a 
price to be paid for the lack of change for 75 years. There is a price to be 
paid for an inadequate quality of democracy. 


Fifteen Months of Change of Direction 


Thus, the planning minister launched an appeal to civic spirit: "Our country 
is in the process of being pulled apart by different groups. Each social 
category emphasizes its vested interests. This tendency, which has definitely 
been felt for several months, is riddled with misunderstanding and a dilution 
of the meaning of the national whole and the responsibilities of the state." 


On the path to recovery, he noted the income-price freeze and the 1983 appro- 
priations bill, adding, "After these 18 months we will need a completely 
different dynamic, and it is up to Plan IX to outline its major points." 


Rejecting dead-end positions, protectionism and staying one jump ahead of 
inflation, he stated the problem: "Convincing all those whose action carries 
some weight that these two routes, both of them, will lead to the collapse 
of our country." 


Thus, the National Planning Commission will have a decisive role in determining 
the outlines of a compromise, of an agreement on the major trends of a common 
strategy. With reinforcement of the productive infrastructure, social cohesion 
and reabsorption of injustices as a basis. 


20 





The minister then reviewed what might be done in the areas of tourism, 
agribusiness, aerospace, nuclear energy, etc. "Non-priorities must be defined 
at the same time." For him, the future of the country hinges on mastering a 
dozen technologies. 


With this in mind, Rocard asked that public action properly consider one basic 
fact: "Competition is based on shares of the world market and on comparing 
the productivity levels of the leaders." A key for industry is to look for a 
way to generally decrease "state demand." 


Lastly, the minister insisted on being bold in the area of social cnange. 
"Together will we be capable of agreeing on an acceptable shrinking of the 
income scale? I doubt it. But we should at least air our views," he said. 
He has also suggested new ways for dividing the workweek and for using the 
vast amount of reserve productivity available in qualified workers. 


France's ability to be reconciled with its industry depends to a great extent 
on the country's ability to plan together. From this viewpoint, a major factor 
is that the regions will soon be areas with full rights. It is an advantage 
for everyone to feel more responsible for his own fate. As long as the regions 
are more responsible in the meantime. 


And also denounce the voluntarism that consists of thinking that by multiplying 
credits by three, one can reduce the time needed to get results by a half 

or a third. A dig at Jean-Pierre Chevenement and the sudden swelling of 
credits for research. And against those who want to dance faster than the 
music. "We need an immense effort of will and a categorical rejection of 
voluntarism," he concluded. 
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ECONOM IC FRANCE 


HEAD OF BUSINESS LEADERS' GROUP SPEAKS ON ECONOMIC OUTLOOK 


Paris L'USINE NOUVELLE in Yrench 9 Sep 82 pp 76-81 


[Intervtew with Paul Marchelli, general delegate of the CGC, by Rene Le Moal, 
Jean-Paul Le Guen ad Jean Meilhaud; date and place not specified] 


[Excerpts/ Paul Marchelli persists and signs. Lack of motivation and anger-- 
according to him, this is the attitude of managers. An attitude that the 
general delegate of the General Confederation of Managerial Personnel (CGC) 
explains here in the direct, sometimes carthy language that is characteristic 


of him. 


He says that managers can no longer accept the debilitation of the industrial 
potential of the country, begun in 1973 by the last administration and cont in- 
ued since the spring of 1981 by the Socialist-Communist government. That 

says it all! Without a coherent industrial plan, defining both marketing oppor- 
tunities for the future and the strategies to apply them, the sectors in 

trouble and the measures to be taken, as well as the areas that need to be 
relinquished, managers will not accept austerity. An austerity, however, that 
Paul Marchelli sees as the only route to salvation. As long as this is the 

lot of everybody, and first of all of the state, whose inflationary management 
denounces and which he calls upon to freeze social reforms. 


His statements have a certain logic. But is it that of the managers? The 
conciliation board election of 8 December will not pyvovide the answer; that 
is about something entirely different. The answer, rather, will .be given by 
the reattion of managers to Paul Marchelli's invitation to participate in a 
large public demonstration in Paris in mid-October. He is expecting tens, 
even tundreds of thousands of people. Even if by then he has received the 
support that he is counting on from the members of tthe FO [Workers Force] and 
the CFTC (which is far from certain), Paul Marchelli has made a dangerous bet. 


If he wins, this could be the beginning of a collective change of behavior by 
management personnel. If he loses, his organization's crediSility will be 
affected. Which is, perhaps, already the case. Didn't it only take 3 hours of 
meetings with Pierre Mauroy and some promises from him for Paul Marchelli--— 
without, in his opinion, renouncing his basic ideas--to change his tune? 
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[L'USINE NOUVELLE7 In the spring you wrote that "the taste for risk, initia- 
tive and responsibilities" must be revived in managers. You must have 
thought then that managers were unmotivated. More recently, you mentioned 
the "anger" of managers. What is the attitude of managers today? 


{Paul Marchellj/ The two quotes that you made are still germane. For a 

few years, managers, and more generally, magerial staff, have seen their 
possibilities for professional and personal expression shrink. Twenty or 

25 years 1g0, managers were few in mmber and were greeted respectfully from 
six steps way. Today, they are substantial in number and because of the change 
in the organization of work and because of the increase in the general cul- 
tural level, there is no longer anything to distinguish them from other 
categories. Not even anything financial. Because exorbitant salaries—and I 
am talking about managers and not directors--are defiinitely finished. 


We have adapted very well to these changes. We have not rejected progress. 

We have accepted new technologies and new social behavior. Sometimes we even 
encouraged them. And, willingly or not, we have seen the salaries of those in 
other categories gradually catch up to ours. The spread of salaries in France 
today is only 1 to 6. And the spread of income from 1 to 2.5. That is un- 
acceptable. 


It would certainly be abnomal to consider us a caste disconnected from the 
rest of the country and especially from the rest of the salaried workers. 


But in the last few years things have gone a bit far. Since 1973, those manag- 
ing the country have broken the industrial infrastucture bit by bit. Bad 
strategic decisions, lack of investments, lack of research...Errors that we 
deem extremely serious because we feel very responsible for what we do in the 
firm. 


In addition, certain union organizations tht would like to pass us off as 
privileged people having exorbitant power and an abnormal lifestyle have sub- 
jected us to very violent and demogogic attacks. In a word, people to be 

put in their place. 


Up to 10 May 1981, we denounced the economic and social tendencies of the 
country. To the point of instigating a constant, violent conflict with Barre. 
And then came the "change," as you know. A change that many managers and en- 
gineers appreciated, convinced as they were that new possibilities for the 
future were going to open and that new trends wuld be implemented. 


What do they see today? First of all, that all the tendencies toward deteriora- 
tion have been greatly emphasized, both economically and socially. Then, that 
the pressures felt by engineers and managers, and by managerial staff in 
general, have also been underscored. To the extent that it is not only their 
status that is being questioned but their role and their usefulness. If they 
still exist at all, it is to pay more taxes and social contributions. Be- 
cause apparently it is still thought that they are rich and that because of 
this they should agree to a maximum effort. 
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Well, we are saying no: And the managerial staff of France is with us. 
[Guestion/ Do you have any concrete examples of this attitude? 


[Knswer] Examples of discouragerent, yes. Many managers, whom you could not 
pull away from their offices yesterday, today are saying: "Why stay after 
5:30, since I have no reason to work?" Others are saying, "Why try to get 

a promotion, since taxes will take everything?" It also often happens 

among married managers, that one of the two decides to stop working. Amd we 
have also noted, despite our initial skepticism, that managers have been among 
the first to take advantage of early retirements within the framework of 
solidarity contracts. 


[Question] How can this lack of motivation and this auger be expressed col- 
lectiwely in the coming weeks? And what role *s the CGC ready to take in 


this? 


[Knswer] Unlike others, our habit is not to immediately organize large-scale 
activities. Before doing that:, we intend to review the positions that we have 
developed over the last few years in economic and social areas. We will do this 
during a special congress in October. At that time, we will debate on the basis 
of a certain mmber of documents that will make up "the charter for the future." 
This project will discuss the economic future, the industrial future, the fu- 
ture of social structures, the firm of tomorrow and the way in which workers, 
including managerial staff, will live. A final session will raise the prob- 
lem of politics and the role of unions. This charter will mark our desire to 
construct, to be the organization of proposals that we have always been. 


A few days later, we will organize an initial large public demonstration in 
Paris. We hope to have tens, maybe even tundreds of thousands of people. 
This demonstration is to warn the administration, because it must be clearly 
aware of the risks it is taking by continuing to "nibble on the managers" 
as it has done since 10 May 1981. 


[Question] What attitude will you take in negotiations by branch and by 
firm on the end of the freeze? 


[Answer] I met with Pierre Mauroy last week. Not over lunch as init ially 
planned--and I am glad because there are things that are too serious to be 
discussed between dessert::arid coffee--but during a work session. I reminded 
the prime minister of a position that we have taken many times: If you 

want to turn the French economy around, to encourage industrial investment 
and to combat inflation, all Frenctmen must accept a sizable loss in purchas- 
ing power in the years ahead. But first we should be given an economic, 
industrial and social plan we can support. But once again, they have put the 
cart before the horse. They have asked sacrifices of us without present ing 
this economic, industrial and social plan. We will therefore confirm our 
refusal to consent to sacrifices under these conditions. 


We are fed up with putting our money in the bowls extended by people who are 
incapable of saying anything when they are questioned about the future of 
France and about our own future. 
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[Question/ During negotiations, then, you will refuse the principle advanced 
by some of a modified freeze ending according to the level of remuneration? 


[Knswei7 Absolutely. Besides, what in fact are these negotiations you are 
talking about? If, as is likely, we meet with the employers to hear them 
say, "No matter what you want, we cannot accept it because the government 
has established upper limits,": then why bother? That is not negot iat ion. 
The government is actually afraid of assuming its responsibilities. When a 
planned economy is handled as they do, you at least have the right to say so} 
This is also true of salary policy. And also true for UNEDIC /National Union 
for Employment in Industry and Commerce/. The government made a certain number 
of economic decisions that led to unemployment, as you know. As a result, 
UNEDIC is in trouble. And the government says to us, "Do what you can, 
shoulder your responsibilities." It is scandalous to shift responsibility 

to professional and union organizations like that. The government is respon- 
sible. It should finance. 


(Question/ It has, however, stated its willingness to reabsorb some social 
deficits. And some of its decisions—creating a super-ministry of research and 
industry, the machine-tool and steel plans and directing private savings 
towards firms--seem to be heading in the direction that you advocate. 


[Answer] None of that is negligible. But these decisions have been made 

in chaos. The methods planned for reabsorbing social deficits? I cannot call 
them positive today, because I can't do the calculations if I don't have any 
figures. Besides, who really has all the figures? 


As for industrial strategy, I have to smile. Listen, we are starting pre- 
liminary work to prepare for Plan IX. The plan: If there is something 
coherent, that is it. But, unfortunately, because there is friction between 
Rocard, Chevenement and some others, all of this preparation is liable to 
end in nothing. 


What we want is for them to tell us how they plan to develop the French auto- 
mobile in 2, 3 or 5 years. Or the steel industry, machine-tools or textiles. 
What we want is for them to have the courage to say what must be shut down; 
otherwise there is liable to be a general failure. What we want is for them to 
define the industrial opportunities of the future and the way to approach them. 
It is quite inadequate to say, as Chevenement and Attali did, "Here is 140 
billion for the electronics sector." I would have preferred that they say, 
"From now on, the priority in electronics is the microprocessor, or suc h-and- 
such production capacity by 1987." Or even, "This is what we are going to 
invest and how we are going to find the resources for investing in electronics." 
Or, better yet, "We are going to build this or that kind of factory." It is not 
being serious to think it is enough to say, "Here is 140 billion, you'll see 
what you'll see." That is taking Frenchmen as being very naive, which they 


are not. 


[Questiop7 To hear you speak, it sounds as if you advocate strong state inter- 
vention for developing industrial structures. 
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[Answer] Don't give me thoughts that I haven't got. I am a realist. When a 
state, through taxes and social contributions, collects over 44 percent of the 
GNP, it obviously is playing a major role. I can't do anything and, by the 
way, neither can the Socialists. The fermer administration was the one that 
made us jump from 32 percent to 42 percent. However, the Socialists have 
done nothing to reduce this hold. On the contrary, by making sure they con- 
trolled all of the credit system and a certain number of firms, they have even 
accentuated it. 


[Question] Is it very reasonable to expect Mauroy to outline the future of 
the French automobile industry? And aren't you making a trap for yours.’ * 
by asking the Socialists to be even more socialist? 


[Answet] This is certainly not what I am asking them. But I live with 
reality. I am a unionist obliged to live and work with the political power 
the nation has chosen. I say to them, "You have 44 percent of the GNP, the 
riches of the country, in your hands. You have available major ways that 
allow you to control the entire French economy. Stop wasting all that with 
short-term reasoning." 


[Quest ion] Are you still as worried about the changes in the tax system? 


[Answer] We now know Fabius' intentions. Intentions that are more moderate 
than we feared. But we are fully aware that tomorrow, like yesterday, the 

tax service will turn to us first. It has been like that for years. That 

has obliged us to fight to curtail the damage. And we have partially 
succeeded, even this year, by getting the brackets of the tax scale to change 
as fast as prices. We have to remain vigilant, so that each year we do not f ind 
a new tax designed to increase our contribution and eventually to get the tax 
reform that we have been requesting for many years, which will be more just. 


[Question/ Why are you so hostile to che new right of direct expression of 
workers? Doesn't this give managerial staff the possibility of exercising new 
responsibilities? 


[Knswet] For at least 10 years--and we were the first--we have advocated 
the principle of cooperation for all categories of workers in firms. Because 
we believe in substituting a leadership management for a command ing management. 


It is not Auroux"s odorless, tasteless proposals, it is not even the plan 

to create shop councils in nationalized firms that worries us today. It is 
the improper use of these new measures that is beginning to appear::and that 
jeopardizes the existing structure and seeks to substitute a new structure and 
thus, more or less, change the power and the use of power within the firm. 


[Question/ In firms where direct expression of workers is already a reality, 
nothing like that has happened... 


[Answer] No. Because the structure leads and controls these means of expression. 


And because worker expression is integrated into the life of the firm. But 
what is the current plan of some people in these firms? It is to elect people 
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to manage worker expression, people more or less in charge of seeing that the 
' structure respects the will at the base. In some firms, "people's tribunals" 
have already been established that pass judgments against managers, send them 
letters of dismissal and forbid them access to the workplace on a given day... 


[Question Aren't you generalizing on the basis of the “individual case of 
Alsthom at Tarbes? 


[Answerit] I have a raft of letters in my files from steel firms in the north 
and the east that prove that what was, at one time, an individual case, is 
becoming a general reality. 


Of course, nothing about all that is in the government texts. But the CGT and 
the CFDT are using these texts to go further. Besides, as the good unionist 
that I am, I understand them very well. In relation to what they want, it's a 
good strategy. 


[Question/ You are also against Auroux's plan that would soon permit workers’ 
unions to appoint union delegates at the manager and technician levels in 
firms. However, you cannot claim to represent all managerial staff. You have 
also rejected another plan that would grant the most representative unions in 
the firm the right to oppose an agreement signed between the other organiza- 
tions and the employer. There is apparently nothing fundamentally unjust in 
that. 


[Knswer] As to the first plan, we do not see why there should be several 
union delegates to the CGT or the CFDT in the same firm simply because they 
got a few votes in the professional elections among certain voter groups. 
Union pluralism? Come on! There again I would have liked a bit more honesty . 
I would have liked for the govermment to admit its desire to thwart us in 

the firms because of the problems we were making and its desire to benefit 

its little friends, the CGT and the CFDT. 


As for the right to veto granted to majority organizations, that's not serious. 
How can a responsible government, that claims to be interested in social 
progress, want to minimize the role of organizat ions-—-ourselves, the FO and the 
CFTC-+that were the only ones for many years to have the courage to sign agree- 
ments and thereby enabled the workers as a whole to advance? 


[Question] Because of the recent changes in the CFDT, which at the national 
level and in firms is again signing certain agreements, this new measure could 
also result in shunting the CGT aside... 


[Answet/ If this administration wants to shunt the CGT aside, which I doubt, 
it would not be the first. It will also not be the first to fail to do so. 
Because the CGT is all the more dapgerous because it is in trouble and is 
losing members. It is therefore getting tougher. To bet on stunting it aside, 
therefore, seems very chancy to me. Especially if it is béing done in favor of 
an organization like the CFDT, where there is still a wide gap between the 
declaration of its leaders and the behavior of its grass roots. 
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In any case, I don't like governments that try to encourage some unions 
and destroy others. When a government plays with the social representation 
of workers, the country is in danger. 


[Question] What has become of the discussions begun with the CNPF on the 
status of managerial staff? 


[Answer] It began with preliminary discussions between the CNPF and us. Dis- 
cussions that were stopped 1 or 11/2 years ago. We then asked the CNPF to 
reopen these negot iations with all union organizations. The CNPF had to be 
cajoled for a long time before a first meeting finally took place 2 mohths 

ago. Since then, nothing more. It has been impossible, because of our 
colleagues in other organizations, t:o set a date for a new meeting. But we 

have decided to act this month. If their meeting books cont inue to be so full 
or--a more likely assumpt ion--they ccatinue to show their unwillingness, we 
will denounce them publicly to managerial staff. 


[Question] What exactly do you expect from these negotiations? 


[Knswet] Managers already have a recognized status in most collective agree- 
ments. What we want is for foremen and technicians to have the same kind of 
recognition, so that there will be a large socioprofessional category, includ- 
ing engineers, managers and foremen, with its own identity. 


[Questiog/ When looking at all the dangers that seem to threaten managerial 
staff, do you believe it is desirable and possible to develop new relat ionships 
in firms between the heads of the firms and managerial staff? If so, under 
what conditions? 


[Answer] As good as it is toforesee permanent change in relations, it is 
equally good for everyone to stay in his place. Eveyyone has his own role. 
Business heads should play their role; better, preferably, than they have so 
far. Managers should always try to do their best. 


[Questiop/ But even by staying in their respective places, business heads 
and managers can still establish new forms of concrete, daily relations. 
Which could result, for example, in that famous cooperation that you have 
often advocated. 


[Answer] We have already said enough on this subject. We have tried every- 
thing; we have begged; we have threatened. We have, however, not been able 
to make owners intelligent. Maybe upcoming events will succeed where we have 
failed. Maybe owners will soon discover the necessity of modifying their 
behavior toward employees tn general. But that is their problem. It is not-- 
or is no longer--our problem. 


9720 
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ECONOMIC FRANCE 


MAUROY REJECTS INDEXING SALARIES BY PRICES WHEN FREEZE ENDS 
Mauroy's Plan 

Paris LE MATIN in French 7 Sep 82 p 4 

[Text] Prices: The Three Ways Out of the Freeze 


The government is caught between the need to fight infla- 
tion and maintain accuracy in pricing. 


"No more indexing of salaries by prices." This principle, which should be 
the guiding strategy for ending the freeze, is in fact a real little bomb. 
Employers have all agreed: stating this rule actually means to recognize 
the role of salaries--production costs and others-~in the inflation level. 
This was the keystone of the policy conducted by Raymond Barre to combat 

the rise in prices. And in its time, the Left did not hesitate to criticize 
him for it. Today, confronted with the same problems, our leaders seem to 
make more or less the same diagnosis. The Left realizes that it is not pos- 
sible to maintain the competitiveness of products "made in France" and to 
support the franc if our production costs increase two or three times more 
rapidly than those of our German and Japanese competitors. 


But restating this principle does not suddenly resolve all our problems. 

Two months ago, when the Cofindustria (the Italian employers’ group) wanted 
to end the "scala mobile," it provoked an uprising. There is something else 
that is bothering French employees: the leading role of nationalized firms 
in the new methods for setting salaries. Will their "beacon" role be simply 
an invitation to other firms to go forward? Or, on the other hand, will 
they be used as a reference for salary discussions in the private sector? 
The problem lies there. By default, the renunciation of indexing is liable 
to become a new myth in French economic iife--constantly discussed but never 
observed. 


Industrial Prices: Controlled Freedom 
"For industrial products, the commitments to fight inflation will define 
the conditions for returning to pricing freedom. This could result in total 


freedom before the end of the first half of 1983, if the commitments are 
honored." These words of Pierre Mauroy show that the government is sensitive 
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to the problems of French firms involved in the world economic war. A con- 
flict that does not go well with the governmental constraints. 


Starting today, negotiations with the industrial branches are beginning at 
the Office for Competition and Consumption. If all goes well, a number of 
the "regulatory agreements" that are being discussed now could take effect 
by 1 November, the date of the official ending of the freeze. On the Rue 
de Rivoli, it is emphasized by Jacques Delors' colleagues that the authori- 
ties do not want to constrain businessmen with an unnecessary continuation 
of the freeze. The proof? The criteria to be used to determine the time- 
table for the agreements: the economic priorities of the government, of 
course, but especially exposure of the sectors in question to international 
competition and the way in which they behaved in the months preceding the 
freeze and after the freeze. 


The goal of this stratagem has been clearly stated: "It means giving busi- 
ness heads responsibility for their prices as soon as possible so that they 
manage their operating accounts and their investment strategy in the best 
way possible," confirmed the Ministry of Economy. 


Although the return to freedom should become the rule as rapidly as possible, 
the authorities do not intend to give induscry a free rein. What is the 
difference between the regulatory agreements and Rene Monory's commitments 

to moderation? Their enforcement will be examined regularly (every 3 months, 
probably). If commitments made are not observed, administration representa- 
tives can automatically decide on a return to taxation and a freeze or on 
new structural methods. Since June, the Office of Competition and Consump- 
tion, the National Institute for Statistics and Economic Studies and the Min- 
istry of Industry have strengthened their cooperation. This should partially 
compensate for the dismantling of the monitoring department organized by the 
predecessors of Jacques Delors at the Ministry of Economy. 


"Our best card? The professional organizations (CNPF [National Council of 
French Employers]) that have committed themselves to playing the game openly 
this time. Which, however, does not eliminate certain problems with SNPMI 
[National Union for Small and Medium-Sized Industry] and CID-UNATI [CLD, 
expansion unknown-National Union of Self-Employed Workers], organizations 
more inclined toward antagonistic solutions," indicated a government offi- 
cial. It should also be noted that the government has readied two safety 
valves to avoid a price explosion on 1 November. The possibility of passing 
on part of the increase in imported raw materials (for the duration of the 
freeze) and the establishment of a timetable for future increases. With 
these two "shock absorbers," the administration is counting on an industrial 
price rise of less than 10 percent in 1982. And, in 1983, on an increase 
close to 7 percent. 


Public Rates: 8 Percent in 1983 


Ending the general wage and price freeze will perhaps not be easy. But ua- 
freezing public rates is certainly one of the most difficult items for the 
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government to negotiate, because it is caught in a vise between the need to 
set an example in the fight against inflation and observe accuracy in pric- 
ing, a sign of good management, in the firms that it controls. 


When the price freeze was instituted, rates for railroad tickets, subway 
tickets, stamps and telephone calls, not to mention the price of cigarettes, 
were included. But not those of the kilowatt hour or the cubic meter of 
gas. The government justified this by saying that the cost of energy is too 
dependent on constant increases in imported raw materials. However, at the 
beginning of August, Jacques Delors changed his mind. He also decided to 
freeze the rates for the EDF [French Electric Company] and the GDF [French 
Gas Company] at least until 1 November. 


Since he arrived at the Rue de Rivoli, however, the minister of economy and 
finance has declared himself to be a firm advocate of accuracy in pricing 
in the public sector, because there is no reason for large national firms 
to apply different management rules than those of private firms. 


Today, however, they are far from doing so. The SNCF [National French Rail- 
roads] lost Fr 2.3 billion in 1981, the French Gas Company 1.75 billion and 
the French Electric Company over 4 billion. EDF's debt is over 110 billion 
and the firm's financing costs are beginning to weigh heavily. After the 
dizzying increase in crude fuel, used in thermal power plants, the rise of 
the dollar (the currency used in such purchase) seriously upset the French 
Electric Company. If there is no rate readjustment before the end of the 
year, the firm will lose Fr 8 billion in 1982. GDF, which receives 70 per- 
cent of its supplies, priced in dollars, from abroad, is also in a precari- 
ous situation. 


On the other hand, a government of the left would find it hard to support 
sudden increases that would appear to be "antisocial." Lastly, the govern- 
ment must set the example in the fight against inflation. The latest in- 
creases in public rates, however, were not minimal: +10.5 percent at the 
SNCF last 1 April; +10 percent for EDF and +7 percent for GDF at the begin- 
ning of March; and +13 percent for stamps 1 June, not to mention the regular 
increases in fuel. 


In one stroke, the government finds itself obliged to opt for a certain 
staggering--which in fact means a definite delay--in increases. The Matignon 
foresees a 5-percent increase in EDF and GDF prices (or of one or the other) 
on 1 November. 


No Reduction in the Workweek Before 1984 


The next step in the reduction of the workweek will not take place before 

1 January 1984. According to the prime minister, the French will be able 

to choose if they want to go further than the 39-hour week when Plan IX is 
enforced. But if there is a new reduction, it must be significant (at least 
2 hours) and will not be compensated for. In the meantime, possibilities 
for reducing the workweek still exist. The government will actually encour- 
age two types of individual agreements. First, helping business agreements 
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that call for a reduction in the workweek without complete salary compensa~ 
tion. Second, strengthening solidarity contracts, which, for the moment, 
are not very attractive to business heads but which call for reducing the 
workweek to 35 hours. 


The Rise in Prices 
(variations in %) 








Last 6 months Last 12 months 
Sector July (Jan 82-Jul 82) (Jul 81-Jul_ 82) 

Food oa 53 13.4 

cold cuts ok 4.3 17.7 

fruits, vegetables 5 7.3 16.8 
Manufactured products 04 5.3 11 
Services a See 11.9 

housing-related services 9 4.3 10 

hotels, cafes, restaurants 8 ee 13.6 
Overall J 5.3 11.9 


RPR, PCF Respond 
Paris LE MATIN in French 7 Sep 82 p 2 
[Text] The RPR Is Preparing a "Recovery Plan" 


The opposition believes that the prime minister has set 
up a "policy of austerity." 


"A change in direction." For the opposition--all polit- 
ical shadings combined--Pierre Mauroy definitely develop- 
ed a new policy the day before yesterday on Europe 1 [see 
FBIS Western Europe Daily Report 15 Sep 82 Vol VII No 179, 
p K1]. A policy that has nothing socialist in it and is 
simply one of austerity. 


"The prime minister has definitely only increased the vagueness," stated 
Jacques Blanc, secretary general of the RPR, but there is "a new economic 
policy of the government that constitutes a change of direction and that 

was already begun with the price freeze." "The socialism that promised 
everything,” stated Francois-Michel Gonod in "The Letter from the UDF" 
[French Democratic Union], being published today, “was required by the force 
of circumstances to impose austerity on the French." "An austerity that is 
going to last.... The dream for the French is over." Especially since 

"the government, which is through with its large-scale ambitions, is reduced 
to trying to save as best it can an economic situation that is becoming un- 


controllable." 


Nothing different is said at the RPR. “The administration is giving itself 
a vacation from socialism until Plan IX,"' declared Alain Juppe on Europe i. 
"Between now and then it will be a manager.... It's like the twilight of 
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the adventure." For Jacques Chirac's advisor, the prime minister's state- 
ments contained "nothing clear or precise on industrial policy and recap-ur- 
ing the domestic market.... On the other hand, we had an extraordinary 
admission of helplessness on the employment issue." 


For Bernard Pons, secretary general of the RPR, who appeared on A2, Pierre 
Mauroy showed that “there is no longer a socialist policy in place but a 
policy of austerity." He took advantage of the occasion to say that the 
prime minister's statements "rapidly justified" Jacques Chirac's predictions 
on the future of socialism in France. Bernard Pons also announced that his 
movement was preparing a "recovery plan," to be revealed 23 January during 
a large meeting at the Porte de Versailles organized to launch the municipal 
election campaigns. 


Judgments on the very form of the prime minister's speech were severe. 
Francois-Michel Gonod, in "The Letter from the UDF," described it [unintel- 
ligible; apparently line missing]. Pierre Mehaignerie, president of the 
CDS [expansion unknown] spoke of a "weak speech" and accused him of wanting 
to "drown current hard realities under a river of words and a succession of 
ordinary places. This game," he concluded, "will end by raising questions 
as to the prime minister's aptitude for conducting France's policy." 


PCF Has Launched the "Battle" of National Production 
Communists Defend Maintaining Average Purchasing Power 


The Communists chose yesterday to take from Pierre Mauroy's speech at the 
Press Club the elements that are most in line with their policies. Thus, 
L'HUMANITE emphasized the prime minister's statement that "there is no ques- 
tion of pausing." As for the end of the salary freeze, the Communist daily 
noted in its editorial: "Both from a social and economic point of view, the 
decline in the purchasing power of low and middle incomes would be, like it 
or not, a deterioration.... Maintaining the purchasing power of the lowest 
salaries and of average salaries is precisely a basic condition for recaptur- 
ing the domestic market." 


It was with this in mind that the political office of the PCF appealed for 
"a battle for national production and the development of productive jobs." 
The Communist leaders added that "with the increase in mass consumption,” it 
comprises "one of the decisive ways for turning around the situation in 
France and for putting it on the path to new growth.” The Communists empha- 
sized in particular the necessity of "recapturing the domestic market." 


For its part, the PS, through its spokesman, Bertrand Delanoe, said yester- 
dav that it was satisfied with Mauroy's statements. "The continuity of the 
government's policy is obvious," he declared. In general, the Socialist 
leader believes it necessary to encourage a "battle of ideas." 


However, Bertrand Delanoe was very critical of opposition leaders who are 
making the autumn "a sort of scrimmage by walking on each other's toes." 
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According to him, Jacques Chirac, who has taken the leadership of the 
"ultras" in his party, "speaks and acts only in 4 way that he believes will 
increase his personal power," and Raymond Barre "is primarily looking for 
a way to put Chirac in his place." As for the UDF, the spokesman of the 
PS said ironically, "It fiuds itself facing an important metaphysical prob- 
lem: What role should the former president of the republic hold in the 
party that ec created in order to serve er" 


For his part, Paul Quiles, interviewed last night on RTL [Radio Television 
Luxembourg], also supported Pierre Mauroy. "The prime minister is right," 
he declared. "We have time. I approve the general trends of the measures 
he announced. As for the details, we will see. As for Jacques Chirac, he 
is a man in a hurry to return to power," surmised the national secretary of 
the PSF. 


Lastly, for Alain Krivine, leader of the Communist Revolutionary League, 
the prime minister's speech at the Press Club confirms that the turn to the 
right begun by the administration in June is continuing. "By bowing to the 
dictates of the CNPF [National Council of French Employers] and by refusing 
to respond to the hopes of workers, the new majority is digging its own 
grave," he stated during a press conference. 


Union, Business Leader Comments 
Paris LE MATIN in French 13 Sep 82 p 5 
[Text] Employers: "Yes, But" to Pierre Mauroy 


Satisfaction at the small and medium-sized businesses, 
disappointment at the small and medium-sized industries, 
and guarded approval at the CNPF. 


There was no official statement at the CGPME [General Confederation of Small 
and Medium-Sized Businesses]. "We had already talked a lot beforehand," it 
was pointed out at the general administrative offices. However, the adminis- 
tration's change in policy toward businesses was noted with relative satis- 
faction. For this organization, things seem to be heading in a better direc- 
tion for the past month. The strict budget, Delors’ savings plan, which en- 
courages investment, and the end of salary indexing are three measures that, 
according to them, are likely "to prevent the economy from heading toward 
catastrophe." "Firms have had to support such social advances lately that 
the situation has become unbearable and it is necessary to halt salary 
costs," stated the CGPME. This is why it has cast a satisfied glance at 

a policy that intends to reduce firms' costs to save jobs. The CGPME be- 
lieves that the success of the government policy requires the support of 
labor and management. This is the idea behind the "implicit compromise" 
made last week between Rene Bernasconi and Pierre Mauroy. 


The reactions from the National Union of Small and Medium-Sized Industries 
(SNPMI) was completely different. "The goals developed by Pierre Mauroy 
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for ending the freeze do not consider the situation of small and medium- 
sized French industries at all. Mauroy has committed himself to increasing 
the austerity into which economic France has been plunged and which will 
mean a dizzying increase in business bankruptcies," stated the SNPMI. 


The president of the CNPF [National Council of French Employers], Yvon 
Gattaz, was more guarded. According to him, Pierre Mauroy made two state~ 
ments. First of all, the prime minister acknowledged the civic spirit of 
business leaders in the fight against inflation, i.e., their observance of 
the price freeze. He then emphasized the severity of the situation of 
firms, as reflected in the foreign trade deficit. But the president of the 
CNPF was sorry that Pierre Mauroy had made two major omissions. He did not 
discuss the ramifications of the increase in prices of raw materials and 
energy, which is putting firms in a critical situation. In addition, Yvon 
Gattaz would have liked to have gotten precise commitments on exempting the 
manufacturing infrastructure from the tax on large fortunes. When he was 
received by Pierre Berogovoy to examine the reform of social security, it 
was confirmed that social contributions would not increase before July 1983. 
Gattaz even indicated that he had high hopes that the freeze would be pro- 
longed until the end of 1983. Im addition, he indicated that from now on 
social contributions would no longer be indexed to average purchasing power 
but to the cost of living, which should result in better control over their 
increases. Lastly, he recalled the categorical opposition of employers to 
an increase in UNEDIC [National Union for Employment in Industry and Trade] 
contributions. 


The Unions in Expectation 


Freezing high salaries insufficient for the CFDT, plan 
too strict for the FO, a questioning of contractual agree~ 
ments for the CFTC. 


The trade unions were hardly convinced by Pierre Mauroy's statements. How- 
ever, a broadcast like the one on Europe 1 does not encourage basic debate, 
which alone would have reassured the unions. For the moment, it is a quiet 
wait-and-see attitude that prevails. 


The CFDT was not reassured by Mauroy's performance. "His speech," declared 
Edmond Maire, "calls for additional clarifications to dispel the concerns 
surrounding the purchasing power of employees this fall." That said, the 
secretary general of the CFDT was pleased by the prime minister's stated 
desire to help low salaries. He believes, however, that freezing only that 
portion of salaries above Fr 20,000 is, for the moment, manifestly "inade- 
quate." The CFDT leader also made a proposal to the government yesterday: 
according to him, if overall purchasing power is maintained in 1983, it will 
not be maintained this year. This is why Edmond Maire has asked that 1982 
salary losses be reversed so as to be applied to the iiicrease in the minimum 
wage and low salaries and to the development of productive investment. 


For Andre Bergeron, secretary general of the CGI-FO [General Labor Confedera- 
tion-Workers' Force], the situation has not been clarified either. He stated, 
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"T fear that the extreme rigor of the plan described by the prime minister 
will lead to an increase in the number of unemployed workers. He certainly 
reiterated the government's adherence to a policy of negotiation and to the 
freedom of negotiations, but within a framework where the negotiator's margin 
for movement would be singularly limited." 


Like the prime minister, the leader of the FO is also "hoping for a higher 
rate of growth. I remain convinced," added Andre Bergeron, "that the margin 
of possibility for nation2i governments is thin. That is why I am among 
those who regret the decline of Europe and hope for a reinvigoration of the 
idea of Europe as a community. From this standpoint, 1 of course agree with 
Pierre Mauroy in rejecting the idea of withdrawing the franc from the Euro- 
pean Monetary System." 


For Paul Marchelli (CGC [General Confederation of Managerial Personnel ]): 

"By refusing today to recognize the radical change that he himself is making 
in the economic and social sphere, by continuing to claim that there have 
been no mistakes in 15 months and by promising the French a return to all-out 
demagogy after 16 months of sacrifices, the prime minister has once again 
deeply disappointed managertal personnel ." 


At the CFTC [French Confederation of Christian Workers], Jean Bornard stated, 
"The administration had announcea a simple suspension of agreements, but 
today it is imposing a renegotiation. In addition, it has jeopardized a 
fundamental principle acquired through the policy of negotiation, which is 
to have salaries mirror the effects of price increases. Despite all the 
statements, a policy of lowered purchasing power is being defined, even 
though the government is calling for a 2-percent economic expansion in 1983. 
This forebodes a difficult fall and particularly arduous negotiations." 


The FEN [National Education Federation] believes it is not necessary to 
react. The teachers explained that Pierre Mauroy said nothing more than 
what he had said during the meetings Jacques Pommatau had at the Matignon. 


As for the CGT, Henri Krasucki will respond to the prime minister's state- 
ments today during his fall meeting. 


Government Clarification 
Paris LES ECHOS in French 7 Sep 82 p 3 
[Article by A.P.: "The Matignon's Clarifications"] 


[Text] Every political speech, no matter how clear, must be followed by 
additional information of a more technical nature. Especially when it con- 
cerns practical methods for ending the salary freeze. At least, those were 
the thoughts at the Matignon after Pierre Mauroy's speech to the Press Club 
on Europe 1. Thus, there was a "specialized" press conference. Here are 
the clarifications given by the advisors at the Rue de Varenne. 
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--In the public and nationalized sector: In the days to come, the head of 
state will send directives to the ministers in question--Anicet Le Pors for 
the government sector and Jean-Pierre Chevenement for the nationalized sec- 
tor--on the way in which the government intends to handle the end of the 
freeze. 


As we indicated recently (LES ECHOS 27 August and 2 September), all indexing 
systems (excluded by the law) must be eliminated, and compensation for 
nominal purchasing power since 1 January cannot be done before the end of 
1983. The negotiators-unions and state-employer in the government sector 
and the management of firms in the nationalized sector can, at their discre- 
tion, renegotiate separate agreements, one for 1982 and one for 1983, or 

an overall agreement for the upcoming 14 months. 


But the standard to be observed will always be the same: Salary increases 
are not to be based on price increases, except for making up this year for 
what was scheduled in salary agreements preceding the freeze but only up to 
1 July. Example: For civil servants, salaries will be increased by 3 per- 
cent on 1 November, although this revaluation should have taken place 1 July. 
In addition to these general rules, the policy in favor of low salaries will 
be continued and slight increases in purchasing power could occur at the 
bottom of the salary structure before the end of 1982. 


--In the private sector: A return to the freedom to sign agreements and 
the free negotiation of salaries has been confirmed. The government will 
certainly continue to apply the regulations concerning the minimum wage and, 
in accord with the goals of the plan, to increase its purchasing power. 

But the prime minister's colleagues have affirmed that the branches will 
have complete freedom to negotiate and conclude salary agreements. 


In sum, although firms will have to negotiate with the minister of economy 
and finance to end the price freeze, the only partners for ending the salary 
freeze are the unions. Although, and this is not being hidden by Pierre 
Mauroy, the government is definitely counting on the nationalized and public 
sector to influence the private. (Model agreements are apparently being 
negotiated in several national firms.) 


An influence that, it seems, is perfectly obvious upon making a comparative 
study of agreements signed these past few years. 


Trade Measures Not Discussed 
Paris LES ECHOS in French 7 Sep 82 p 2 
[Editorial by Jean-Philippe Vidal: "Pierre Mauroy's Silences"] 
[Text] The least that can be said is that the prime minister was not very 


eloquent Sunday evening in front of journalists when he clarified the condi- 
tions under which firms will end the price freeze 1 November. He undoubtedly 
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wanted to lay out his subject, since he used the occasion to dispel any 
illusions that owners might still be harboring. It is now clear that for 

a shorter or longer period of time (at worst, 18 months for certain sectors), 
price regulation, no matter what it is called, will take over after the 
freeze. 


Although in the end the prime minister's statements were well received in 
that he had not saved any unpleasant surprises for the last minute, the un- 
certainty surrounding Pierre Mauroy continues to raise some questions. 


The head of government was rather definite and even precise about the situa- 
tion in which industrialists and service providers will find themselves in 

? months. In the framework of “commitments to combat inflation," the former 
will be asked to stagger their increases, it being understood that these 
increases will be smaller or larger depending on the criteria habitually 
used for this type of operation; the latter must also agree to moderate com 
mitments that will be a-direct function of the way in which previous agree- 
ments were observed. 


But the certainties end there. Not only is there the impression in profes- 
sional circles that the government could well make firms that are lax with 
salaries pay dearly in terms of prices, but in addition, certain ambiguities 
remain. For example, how will businessmen be able to pass on the increases 
in raw materials and energy? A major question, because the survival of a 
number of firms depends on the answer. 


Another unknown: Will freedom be restored to certain branches on 1 November? 
Pierre Mauroy's allusions to international competition, a factor in moderat- 
ing increases, seem to indicate this. But the prime minister said nothing 
definite. The same is true for enforcing the timetable for ending the 
freeze. The reference to the 2 months of September and October lead one 

to believe that the government hardly wants to hasten things. 


There remains one issue that the prime minister has been remarkably silent 
about (and for good reason, it seems; he has not yet made up his mind): 
the measures planned for trade. All that we know by reading Mauroy's expla- 
nations are that distribution is nowhere near recovering the freedom to set 
its margins because industry alone (with reservations, of course) can freely 
set its rates between now and the end of June 1983. 

September Economic Status 
Paris LE FIGARO in French 6 Sep 82 p 7 


[Table on following page } 
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ECONOMIC FRANCE 


SUMMARY OF, COMMENTARY ON 1983 TRANSPORTATION BUDGET 
Paris LES ECHOS in French 20 Sep 82 p 15 

[Report by A.S.] 

[Text] Am Ambitious Budget 


Program authorizations are increased by 27.3 percent and payment means by 
16.6 percent. 


Introduced as a "budget of austerity, growth and change," the main features of 
the 1983 draft budget are as follows: 


Austerity: 


-~-Elimination of the Concorde "dessert flights" to Washington and Mexico and 
concentration on flights to New York. Savings: 32.5 million francs. 


--Reform of highway companies. In the long run, this will cause calls for 
guarantees by three private firms to disappear, thus reducing the burden on 
the highway budget by 357 million francs (in 1982). 


Growth: 


--A 21 percent increase in program authorizations for mass urban and interurban 
transportation, with 914.7 million francs. Taking into account the special 
capital contribution for major works, the total amount of subsidies will double 
in 1983. 


--A 34.8 percent increase in appropriations--in the form of repayable advances-- 
for civil aviation programs, with 2,801,000 francs. This amount will be 
spent to develop the Airbus A-300 and A-310, and "as needed, on the new medium- 
range A-320, on the various versions of the CFM-56 engine, and on the ATR-42 
regional air transport." 

--Light aircraft: a 45 percent increase in amounts appropriated. 


--Road safety: a 26.7 percent increase in commitment appropriations. 
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--Creation of 39 jobs at the Transport Work Inspectorate. 


--Air navigation: cvcecion of 108 jobs, a 20.5 percent growth in investments 
and 32 new jobs in weather forecasting. 


--SNCF [French National Railroads]: a 2 billion franc contribution to the capi- 
tal endowment of the new enterprise "which will make it possible for it to begin 
its financial recovery and which marks a break with the former policy of letting 
the railroads deteriorate." 


--Waterways: an increase of nearly 40 percent in commitments over 2 years. 
They will go from 402 million to 557.6 million francs between 1981 and 1983. 


--Transport research: 20 posts created, credits increased by 32.5 percent. 


--Orange card: The implementing decree will be published very shortly: "It is 
a matter of hours." 


A Change in Tone 
"A change?" It is quite obvious. 


From one year to the next, Mr Fiterman can hardly be recognized, When he intro- 
duced the 1982 budget, he seemed to delight in generalities with a strong dose 
of politics and to avoid any precise indications of the modalities of future 
action. 


However, during Friday's press conference on the 1983 budget, we saw a true 
government minister, self-confident and visibly at ease with all the technical 
aspects, who fully assumed responsibility for the consequences of action taken 
by the government in general and his ministry in particular. 


It is not that politics was missing in this budget introduction. Far from it. 
There was a small preamble lasting several minutes that was nothing but poli- 
tical, given in a style that ministers of the "former regime” hardly ever 

used on such occasions. 


"The difficulties facing the country (...) can also be attributed to external 
and domestic pressures against the new policy. These difficulties are also the 
result of what we inherited after years of disastrous management by the Right 
that considerably weakened our national potential. in this vein, it takes a 
great deal of cheek for the Rightist leaders to try to argue their way out of 
the unfortunate impact of their administration anc speak against the policy 
conducted today (...). In truth, the Right is unable to get used to the idea 
that it is no longer in power...." 


After leveling these charges, Mr Fiterman once again became transportation min- 
ister and stated his pleasure at the priority given to his sector in the budget. 
He was quite right to do so, for in this new era of austerity, there are few 
ministers who can boast of having received a 16.6 percent increase in their 
appropriations and a 27.3 percent increase in program authorizations. 
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But the stakes involved were quickly pointed out: "Transportation and every- 
thing it involves constitutes an important sector of the productive apparatus, 
with nearly 2 million jobs, several tens of billions of francs a year in invest- 
ments and sales, a good export performance based on a dynamic domestic market 
and a high level of technology. I am thinking in particular of public works 

and their 350,000 jobs, of the surface transportation industry and its positive 
export balance of 27 billion francs, and of the aircraft industry and its 6 
billion francs in sales abroad. For all these reasons, an economy cannot be 
developed without developing transportation." 


A New Policy 


Questioned rather intensively on his decisions on highway transportation, 
Charles Fiterman made it clear that he was not in this ministry as a figurehead, 
and that he would not give in to pressure groups which, up to now, have been 
extremely effective with his predecessors.... "I am approaching this problem 
without demogoguery and well aware of the many companies in danger, but that 
does not prevent me from acting, for I am certain that I am working for the 
long-term future of the highway sector, This sector is wrong to put its stakes 
on the perpetuation of current working conditions as a basis for its stability. 
This is the easy road, and its competitors are going to get way ahead in this 


way." 


His tone was firm and unequivocal. This man--"the way some drivers work is no 


way to live'--is obviously convinced that he ts working in the right direction 
and is at peace with his conscience. 


After a little more than a year of research, discussion, reports and intensive 
legal work Mr Fiterman and his team are on target. We are now going to begin 
to see the first practical results of the "new transportation policy." The 
period of the "low profile" is in any case over. 
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ECONOMIC FRANCE 


TRANSPORTATION AUTHORITY CHANGES CHOICE OF GAS TURBINE 
Paris L'USINE NOUVELLE in French 2 Sep 82 p 40 


[Article by Antoine Thiboumery: "Gas Turbines: Paris Transit Authority Makes 
a Strategic Purchase"] 


[Text] The meaning of the RATP [Paris Autonomous Transit 
Authority] selection in favor of the Snecma [National 
Company for the Design and Construction of Airplane 
Motors] subsidiary is that it allows development of a 
French gas turbine industry and give Hispano-Suiza funds 
to invest and modernize. It is also an example of the 
role of the government in the reconquest of the domestic 
market. 


What a noise! The Paris Autonomous Transit Authority (RATP) issues a bid 
tender to acquire two small gas turbines to be used to drive emergency 
electricity generator units and, suddenly, there is chaos. 


In fact, the matter is simple. After the December 1978 EDF [French Electricity 
Company] blackout, the RATP got worried about its lack of emergency equipment. 
Four electricity generator units driven by Diesel motors do exist, but they 
become insufficient in the case of "major" blackouts. 


Faced with these new needs, last spring RATP technicians recommended to their 
management the purchase of two gas turbines from Allison, a General Motors 
subsidiary, imported from the United States and assembled in France by Alsthom- 
Atlantique (in fact, it is its subsidiary Aman located in Bezons, 200 employees, 
which does it). Approximately 7 percent cheaper, more compact because they 
have more advanced technology and with better efficiency, the American turbines 
had won out over the 100 percent French ones proposed by Hispano-Suiza (a 
Snecma subsidiary). 


Informed of the RATP intentions in this area, a representative of the Ministry 
of Research and Industry worried about this elimination of the French manufac- 
turer: "We, therefore, reconsidered our initial choice and chose Hispano-Suiza, 
especially since we were led to understand that the Ministry of Research and 
Industry expected to support this leading French Industry and to participate in 
the development of more modern turbines by using specifically what Hispano-Suiza 
had already acquired," said a RATP spokesman. 
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That is why the RATP has just announced that, at its next board of directors 
meeting to be held in October, it would give up acquiring the two Allison gas 
turbines, which, admittedly, have "a very advanced technology with advantages 
from the standpoint of space requirements and specific consumption," in favor 
of the turbines proposed by Hispano-Suiza, "which have an older design but 
which have proven themselves amply as to performance, reliability and level 
of service." 


At Alsthom-Atlantic, comments are carefully avoided: "We lost the business. 
That's all," declares a spokesman without further explanation. On the other 
hand, at Hispano-Suiza they are congratulating themselves on the forced RATP 
reversal. "For us it is an important order, even if financially it only 
amounts to about Fr 30 million. In fact, with these two units, we will have a 
wonderful reference in France. That will allow us to defend our colors better 
in exports. Finally, this French order comes just in time because exports 
are beginning to weaken seriously. And then, why not say it, it is also a 
point we won against our major competitor, Allison, which has registered 
numerous orders in France, and particularly with French Gas Company, these 
past few years," says a spokesman at the Snecma subsidiary [Hispano-Suiza]. 


Does this "RATP affair" announce other orders and a relaunching of French 
manufacturing of gas turbines? At Hispano-Suiza they think so. "The RATP 
still needs close to a half a dozen gas turbines. As for the French market, 
in the future it should represent from 20 to 30 turbines per year," they say 
at Hispano-Suiza headquarters. 


But for the French manufacturers (Hispano-Suiza, Turbomeca, Alsthom-Atlantique, 
Creusot-Loire, etc.) to be able to really reconquer the domestic market, as 

the administration hopes, is it sufficient to force the hand of management of 
the nationalized companies? "We are currently involved in a strategic reflec- 
tion, in conjunction with the administration and our principal customers, on 
this important industry. But we should not hide the fact that reconquering the 
domestic market necessarily involves government aid, if we want to retain this 
technology in France," concludes Hispano-Suiza management. 


As an indication, note that the development and the industrialization of a 
modern gas turbine with a power of 20 megawatts today requires that the govern- 
ment contribute between Fr 400 and 500 million. But it is a complete line 
that would have to be developed. What will the government attitude be? Did 

it intend to support this industrial activity as well? 
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ECONOMIC FRANCE 


FOREIGN TRADE DEFICIT IN TRANSPORT REMAINS STEADY 
Paris LES ECHOS in French 20 Sep 82 p 22 
{Report from Jean Arnaud } 


[Text] While the foreign balance in goods is desperately in the red, the serv- 
ices balance related to trade in goods seems to have settled after having been 
the subject of considerable concern. The deficit for this group of services, 
which includes transportation, insurance and "additional charges on merchandise," 
went from .26 billion francs in 1980 to 8.7 billion in 1981. After this sudden 
attack of fever, the first quarter of 1982 brought a pleasant surprise: the 
thermometer had stopped rising. The deficit was at the same level as for the 
last quarter of 1981 (1.8 billion francs) and was slightly below the level for 
the first quarter of the same year (2.3 billion francs). 


Initial estimates of the results for the second quarter of 1982 confirm the im- 
pression that the deficit remains steady: the balance for the first half is 
exactly the same as for last year--4.8 billion francs. Although this is nothing 
to celebrate, we don't need to panic any longer. 


You will recall that the rise in the deficit under this rubric in 1981 was 
attributed to unfavorable developments in ocean transport and to the increase 
in the dollar rate. This latter factor has worsened considerably since, but 
has not, it seems, had the same effects. Moreover, a surplus in “other trans- 
portation" (roads, railways, air) has offset the maritime deficit. 


The table that we have drawn up on the basis of the "Blue Notes" of the Ministry 
of Economy and Finance (No 78) traces the development of all services linked to 
foreign trade over the past 3 years. It shows that the surplus in air, rail and 
road transport shrank considerably between 1980 and 1981, while the ocean trans~ 
port deficit and additional charges rose sharply. 


We would like to be able to make an accurate comput«tion of the foreign trade 
balance in transport on the basis of these figures, What would seem to be 
simple?" All we should have to do is to add the "ocean transport" and "other 
transport" lines together to find the total balance, which would give us a 
surplus of 6.6 billion for 1980 and 27 million for 1981. However, we must be 
sure that the line "additional charges" does not contain any figures pertaining 
to the transport sector. This is not the case. 
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Balance of Services Related to Foreign Trade (net figures in millions of francs) 


1979 1980 1981 
Additional charges on merchandise -4.594 -5.924 -7.835 
Ocean transport . - 599 - 786 -3.810 
Other transport +7 .180 +7 .365 +3 .837 
Insurance - 235 - 922 - 941 
Balance | +1.752 - 267 8.723 


The "National Accounts," unlike the "Blue Notes," do not refer to transport as 
a subitem under services related to foreign trade, but present it as an indepen- 
dent service. 


Computed on the basis of a different method, it is not surprising that the re- 
sults they give do not agree with those obtained from the "Blue Notes" and 
sometimes differ quite radically. 


Differences in Interpretation 


The information used by the authors of the two series, however, is drawn from 
the same source: the Bank of France, which centralizes all payment operations 
between France and other countries conducted through banks. 


But the differences appear in the classification and interpretation of this in- 
formation. The distinction between residents and nonresidents is controversial. 
We must therefore bear in mind that when we go from the "Blue Notes" accounting 
series to the "National Accounts" series, each one is consistent in itself, but 
not with the other! 


With this important reservation, we can study the foreign transport balance 
from 1979 to 1981 on the basis of the "National Accounts." They indicate that 
the su~plus in air transport (passengers plus freight) increased between 1980 
and 1° }1, contrary to the impression given by the other series for the same 
item. 


But, despite the difference between the figures, the two series both place the 
deterioration in the transport balance in 1981 at approximately 6 billion francs. 
For the "Blue Notes," this deterioration brings the balance back to its point of _ 
equilibrium, whereas for the national accounts, it brings the deficit to 9.5 
million francs. 


This consistency emphasizes the gap between the transport balance and the 
balance for merchandise. The balance in goods remained more or less steady 
between 1980 and 1981, whereas the other declined substantially, 


Since the beginning of 1982, it seems that the gap is growing again, but in the 
opposite direction. It is the transport deficit that appears to be stabilizing, 


7 








while the deficit for trade in goods is widening. In FOB-FOB figures for the 
first half of the year, tne trade deficit was recorded at 43.4 billion francs 


this year, as compared to 20.6 last year. 


We could conclude that the balance of services related t 


o foreign trade does not 


necessarily move in the same direction as the balance in goods. It is affected 


by a different set of factors. 
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ECONOMIC FRANCE 


RENAULT INDUSTRIAL VEHICLES TAKES ON COMPETITION, CRISIS 
Paris LES ECHOS in French 20 Sep 82 p 16 
[Article by Alain Souske: "Eye on the Horizon...But Foot on the Brake"] 


[Text] It is not a pause, no more is it a triumphal ride.... Renault Industrial 
Vehicles [RVI] is slowing down its investment effort (450 million francs as com- 
pared to 480 million in 1981), but at the same time it is not giving up its 
grand designs. 


"We know that our future can only be international and we are still determined 
to become one of the leading industrial vehicle manufacturers," its chief execu- 
tive officer, Francois Zannotti, confirmed Wednesday in Bourg-en-Bresse. But 
times are difficult, markets are collapsing one after another, and caution is 
essential. 


With 700 million in financial charges this year and probably 800 next year, RVI's 
room for maneuver is limited. If recent mergers in the automobile industry 
(Peugeot-Talbot) have made people forget the Berliet and Saviem merger, coordin- 
ating the staffs, the lines of products and the marketing networks has been a 
job requiring the skills of a true scholar, sometimes even the skills of a 
psychoanalyst, and from time to time, unfortunately, a surgeon as well. 


Forced to reduce staff in the midst of the European truck crisis, KVI at the 
same time had to take the offensive in the United States with the American manu- 
facturer, Mack. To put it in perspective, it is just as if Peugeot, in the 
midst of reorganizing with Talbot, had acquired nearly 20 percent of Chrysler 
(in good health) with the idea of then going much further. 


Forced To Do Everything at Once.... 


Today, the bulk of the work has been done in France. Now the same job has to 
be done ‘a Spain and in Great Britain with Dodge. But to become one of the 
world's leading industrial vehicle manufacturers, after Daimler-Benz (Mercedes) 
and Iveco (Fiat), investments must be made. 


Now, Mr Zannotti says, "The state-controlled enterprise was the government 's 
main heir 2 years ago. Today, there are many others." In other words, the 
government had a rather meager dowry then, but today it looks as though it is 
becoming downright miserly. 
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For the parent company, it is not much better: Renault is on tenterhooks. In 
the deal in which it is involved with American Motors the stakes are such that 
everything has been suspended awaiting its results. 


In debt and forced to compete and invest on all fronts at the same time, the 
chief of staff at RVI is, however, convinced that he cannot let the opportunity 
to take over Mack go by. Now it remains to be seen whether the Ministry of In- 
dustry is so fascinated with data processing, electronics and office systems 
that it will pass up this opportunity and refuse to help RVI take on real 
American dimensions. 


After all, isn't RVI one of the few French firms to earn 8 percent of its sales 
in dollars? And in these days.... 


To do it on its own? Obviously, what would seem to be the wisest choice. But 
RVI is having a streak of bad luck: tiie French market has been in a state of 
crisis for nearly 6 years and the American market cannot offset the decline in 
the European market because it has also dropped by 35 percent! 


Renault Industrial Vehicles has. been very successful in gaining a good spot in 
the Middle Eastern sun. But ever since a certain ministerial visit to Israel, 
RVI has been on the list of boycotted products, and neither Iraq nor the Gulf 

states are buying even a single truck anymore. 


Fortunately, the Algerian contract (for more than 4,200 trucks) makes it possi- 
ble to keep business going. In any case, Mr Zannotti has on several occasions 

said that the time of staff reductions is over. The Algerian contract will be 

completed by the end of the first half of 1983. Something to feed the assembly 
lines must therefore be found between now and then. 


Will there be an end to the Arab boycott and an upswing on the American market? 
We will see. But even if the price war was ended last June with a sort of 
truce between the tired opponents, France will not have sufficient margins to 
finance facilities such as the "cataphoresis" in Bourg-en-Bresse overnight. 


Trucks are protected against rust and corrosion by going through a chemical 
bath. This is an essential investment to maintain the quality standards that 
RVI has set, but it costs 50 million francs. Another facility of this sort is 
being completed and still another is being planned. 


Renault Industrial Vehicles cannot do everything by itself at the present time, 
and tomorrow may be too late. It is during crises that the opportunities for 
mergers or buy-in occur, and not when everything is going well. 
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ECONOMIC FRANCE 


WAYS SOUGHT TO INCREASE SHARE OF ALGERIAN MARKET 
Paris LES ECHOS in French 1 Sep 82 p 4 


[Article: "Contracts To Be Had for Small and Medium-Sized Firms"] 

[Text] One again France, or more precisely, products "made in France," are 
trying to conquer Algeria. Participation by our businesses in the Algiers 
trade fair grows year by year. It has grown by 40 percent compared with 1981, 
an increase due primarily to the greater interest of small and medium-sized 
firms. In opening the French exhibit today, Michel Jobert, minister of 
foreign trade, will be thinking about the general outlines of the gas contract. 
Add to this the more "relaxed" political atmosphere between the two countries 
and you reach an obvious conclusion: never has the ground been more favorable 
for French exports. 


But good feelings, even when seasoned with good gas contracts, have never made 
good business. France will have tough competition. France's No 12 supplier in 
1981, with Fr 13 billion and 2 percent of purchases and our No 9 client with © 
Fr 12.9 billion and 2.34 percent in sales, Algeria holds a privileged place. 
During the first half of 1982, our imports increased considerably, reaching 

Fr 10 billion, and exports fell to Fr 6.2 billion. 


In Paris, it is thought that this unbalanced change should be easy to correct. 
An examination of Algerian foreign trade shows that French sales account for 
30 percent of all imports coming from the West and 23 percent of Algérian 
purchases. The size of transformed industrial products in French sales should 
facilitate a recovery. 


This is an option included in the new economic situation of Algeria. Despite 
a certain slump in the price of oil, receipts are increasing: $300 million 
in 1978, $10.8 billion in 1981 and $12.4 billion in 1982 (estimated). In 
addition, according to a study by Canepa, “Algeria could obtain a revaluation 
of its gas so that it can finance its economic and social development under 
normal conditions." 


Overall, the role of hydrocarbons in industrial development seems to be positive. 
Petrochemistry is in full growth and government priorities favor basic indust= 
ries. In the steel industry and metallurgy, the rate <tc which needs were met 
between 1963 and 1978 went from 5 percent to 40 percent. 
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But durable goods still play a minor role. An example from the period 1980- 
1985: Industry requirements for electromechanical equipment are estimated at 
60,000 tons, based on the outlines of the 1980-1984 5-year plan. 


The presence of 400 French exhibitors at the trade fair should mean a showet 
of small contracts related to this industrialization. And the joint commis- 
sion that is to meet next 11 and 12 October for the first time should result 
in better organized cooperation. In particular, the acceleration of housing 
and transportation programs offers good prospects for the years to come. 


It should be noted that petroleum products (hydrocarbons and natural gas) 
dominate Algerian sales to France (98.7 percent). On the other hand, durable 
goods account for 54.3 percent; metals, 14.4 percent; and chemicals, 13.1 











percent. 
Change in French Exports, Grouped by General 
Product Categories 
(in millions of francs) 
First half First half Variation 
Sector 1981 1982 in percent 
All products 7,113.9 6,189.2 - 12.9 
Agricultural-food products 482.5 566.9 + 17.4 
~-Agriculture, forestry, fishing 148.9 311.0 + 108.7 
--agribusiness products 333.6 255.9 - 23.2 
Engery products 16.5. Vek - 56.9 
Intermediary goods 1,324.3 1,166.6 - 11.9 
--Raw materials, minerals 3.0 2.4 - 20.6 
--Metals, metalworks 884.3 662.8 - 25.0 
--Chemicals 437.0 501.4 + 14.7 
Transformed industrial products 5,289.8 4,447.7 - 15.9 
--Professional durable goods 2,818.0 2,203.9 - 21.7 
-~-Electronics, household 
appliances 93.0 162.3 + 74.5 
equipment 195.8 230.6 + 17./7 
--Commercial vehicle spare 
parts 1,311.5 959.5 - 26.8 
--Consumer goods 871.5 891.5 * 22 


--Automobiles, household 
Source: Ministry of Foreign Trade 
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ECONOMIC FRANCE 


BRIEFS 


COMPUTERIZATION FOR SHIPBUILDERS--On Friday Louis Le Pensec, minister of mari- 
time affairs, appealed to French shipyards to apply modern production techni- 
ques, called "productics," in this sector. Closing the Eighth Congress of 
Maritime Construction, which had been meeting since Wednesday at the Poly- 
technical School at Palaiseau, the minister said that, "this new trend should 
lead to a decrease in cost prices. Developments in electronics and data 
processing," he added, "can be used today to adjust production processes 

to a heavy industry that is not oriented toward assembly line production but 
does use certain basic repetitive tasks." Le Pensec announced that beginning 
in 1983, studies will be initiated to outline the major principles of a 

large national maritime construction program. Responsibility in this area will 
be given to the Research Institute for Maritime Construction. [Text] [Paris 
LES ECHOS in French 6 Sep 82 p 11] 9720 


cso: 3100/973 
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POLITICAL FINLAND 


PAPER MEASURES VOTER ATTITUDES ON PARTIES' COALITION WILL 


Helsinki UUSI SUOMI in Finnish 27 Sep 82 p 3 


/article: "Conservatives More Eager to Govern than SKDL voters: Social 
Democrats Want Most to Govern"/ 


/Text/: Participation in government is more important to supporters of the 
Conservative Coalition than Communists " remaining in the government is to 
SKDL /Finnish People's Democratic Union/ voters. The ones who are most eager 
to keep their representatives in ministerial positions are the Social 


Democrats and the Centrists. 


The "M" information center interviewed party supporters this month at the 
request of the Conservatives. The responders were asked whether they 
considered party participation in government very important, quite important, 
somewhat important, less important, or not important at all. 


Altogether 75 percent of supporters of the SDP /Social Democratic Party/ 
thought participation of their party in government was either very important 
or quite important. The desire of Centrists to participate in government 
rose to almost the same numbers. Of the KEPU /Center Party/ supporters, 

72 percent would consider the party a government party. 


The People's Democrats are noticeably less committed to their ministerial 
portfolios than their larger partners in government. According to the study, 
only 44 percent of the People's Democrats, consider government participation 


very important or quite important. 


Conservative voters, who have been in the opposition for a long time, would 
gladly see the party blessed with government responsibility. Government 
participation was considered very important or quite important by 58 percent 
of the Conservatives. 


Small Parties not Concerned with Government 


The small parties are a different type altogether in their lack of desire_to 
govern. Only 29 percent of supporters of the RKP [Swedish People's Party/, 
which is one of the basic ministerial parties, consider RKP participation in 
the government quite important. Similarly only 15 percent of the Liberals, 
16 percent of the Christians, and 17 percent of the Rural party supporters. 
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The lack of desire to govern on the part of the voters in these parties is 
well illustrated by the fact that clear majorities of the supporters of these 
parties consider government participation to be less important or not all 
important from the point of view of the party. 


The SDP is Taking from the RKP and the Conservatives from the LKP /Liberals/ 


It also appears from the study of party faithfulness ordered by the 
Conservatives from the "M" information center that the small parties are 
losing supporters, especially to the Conservatives and the SDP. 


According to the study made in September, one fifth of those who voted 
Swedish in the 1980 municipal elections would now write the number of a Social 
Democratic candidate on their ballots. . 


The Conservatives on the other hand would attract 39 percent of the votes of 
the LKP, which is allied with the KEPU, and KEPU would attract 9 percent of 
them. Now /only/ 39 percent of those who voted Liberal would support 
Liberals. 


But Finns are still quite faithful to their parties. Between 61 and 91 
percent of various parties would vote for the same party now as in the 
municipal elections. The largest number is that of the Conservatives and the 
smallest that of the Rural party. 


Government Participation: 


CON KEPU SKDL SDP RKP LKP CHR RUR 


Very important 23 34 18 41 7 5 6 5 
Quite important 35 38 26 34 19 10 10 12 
Somewhat important 20 16 23 11 27 19 19 18 
Less important 12 4 18 6 26 30 28 29 
Not important at all 4 2 9 3 15 28 30 29 
Don't. know 6 5 6 5 6 9 7 7 
Average 2:36 1.07 2.74 2.91 3.06 3.72 3.72 3.09 


Source: '"M'' Information Center Inc., September 1982 


The smaller the average, the more important supporters consider participation 
by their party in government. 
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POLITICAL FINLAND 


POLL SHOWS CONSERVATIVES PREFERRED OVER SKDL FOR COALITION 
Helsinki UUSI SUOMI in Finnish 28 Sep 82 p 6 


(Article: "Opinion poll: Conservatives, Center Party and Social Democrats 
in a Coalition -- A Government of the Big Three Would Please"/ 


[Text] It appears from a study made by the "M" Information Center that a 
government coalition made up of the Conservatives, the Center Party, and the 
Social Democrats would please many more Finns than one of the Center Party, 
the Social Democrats, and the Communists. 


It appears from the study ordered by the Conservatives during October that 
more than 90 percent of the supporters of the Conservatives, Center Party, 
and Social Democrats would like their own party to participate in the nexi. 
government. 


It was thought desirable that the Social Democrats remain in the government 
by 81 percent of the responders, and 78 percent of them /said the same for/ 
the Center Party. In addition, 63 percent of the responders were ready to 
elevate the Conservatives into the government. Giving government power to 
the Communists was supported by 43 percent. 


The Conservatives consider government cooperation with the Centrists somewhat 
more important than cooperation with the Social Democrats, but there was no 
earth-shaking difference, as the numbers were 86 and 77 percent respectively. 
In addition, 42 percent of the Conservatives hoped that the Swedish People's 
party would participate in the government. 


Centrists Have Had Enough of the Communists 


Three-fourths of the Centrists consider cooperation with the Social Democrats 
desirable, but 69 percent also support cooperation with the Conservatives. 

On the other hand, only 31 percent of the Centrists would want to have the 
Communists along in the government. 


The Social Democrats are continuing to cast warm glances in the direction of 
their old partners in cooperation and debate. Government coalition with the 
Center Party is preferred by 74 percent of the Social Democrats. More than 
half, 55 percent, would also enter the government along with the 
Conservatives. 
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Almost exactly as many, 56 percent, of the Social Democrats would enter the 
same government with the Communists after the elections. 


Significantly more of the Communists would want to continue cooperation 

among the left. Of the SKDL responders, 87 percent consider it desirable for 
the Social Democrats to be in the government and 84 percent for the Communists. 
The Center Party would also be included by 71 percent of the Communists but 

the Conservatives only by 29 percent. 


The RKP were desired in the government by a third of all responders, the 
Liberals by 16 percent and the Christians by 14 percent. 


The article published yesterday by UJSI SUOMI gave an incorrect picture in 
that the table published illustrated the importance placed by all responders 
on having the various parties included in the government. The article was 
based on the misunderstanding that the question was asked only of the 
supporters of the particular party. 


The question asked in the study now being published about government 
participation was: "When a new government is formed after the next 
parliamentary elections, which parties would you want to see included in a 
coalition?" 


Government Participation by Party 


All Supported by 
SKDL SDP KEPU CON 


ho h h h vs 
SDP 81 87 91 75 77 
KEPU 78 71 74 93 86 
CON 63 29 55 69 93 
SKDL 43 84 56 31 17 
RKP 33 22 29 32 42 
LKP 16 12 12 30 14 
SMP 15 15 17 10 9 
SKL 14 8 8 16 14 


This most recent opinion poll seems to strengthen the notion that the 
Conservatives and the Communists would not get along in the same 
government. 
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POLITICAL FINLAND 


PARTY CHIEFS AGREE: PARLIAMENT'S FOREIGN POLICY ROLE TOO SMALL 
Helsinki UUSI SUOMI in Finnish 1 Oct 82 p 3 


/article: "Parties Almost Unanimous: Parliament Needs to Debate Foreign 
Policy More"/ 


[Text] Parliament should debate foreign policy and international questions 
more. Most of the chairmen of the larger parliamentary delegations are of 
this opinion. 


Pentti Sillantaus, chairman of the Conservatives’ parliamentary delegation 
gave notice of heightened foreign policy debate in his speech during the 
preliminary budget debate last Wednesday. Sillantaus decried the fact that 
there has been too little foreign policy debate and moreover it has also 
been partly at a low level. 


According to 011i Helminen, chairman of the Social Democratic pariiamentary 
delegation, the SDP group has nothing against broadening debate, if there 
are possibilities for it. 


"The Foreign Affairs Committee should decide whether there is reason to 
increase debate." 


He agrees with Sillantaus that recent foreign policy debate in Parliament has 
not been on a very high level. 


"Now we have been assured that all are supporting the same line. Is there 
a need for such assurances?" asks Helminen. 


Unexpected Support from Saarto 

Sillantaus received the clearest support for his wish from the other end 
of the political spectrum. Veikko Saarto, leader of the SKDL group, warmed 
rapidly to the proposition. 


"A very good idea," he observes, and at the same time he regrets the fact 
that the level of debate has been impermissibly low. 


Matti Ruokola of the Center Party emphasized that Finland's relationships 
with foreign countries are decided by the President. 
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"We can always debate, but there is no reason to change the decision-making 
process,” he says, and he comments sarcastically that he is happy that the 
Conservatives are proposing expansion of foreign policy debate. 


Almgren Approves -- Westerlund Doubts 


Chairman Esko Almgren of the Christian Union, which has sometimes been 
called the "enfant terrible" of foreign policy, has nothing against debate. 


Henrik Westerlund, chairman of the parliamentary delegation of the RKP, 
which holds the foreign ministry portfolic, and which has been receiving 
tongue-lashings from the left, has a reserved attitude to Sillantaus's 
proposal. 


"T would not miss that kind of debate," he says, noting that one can talk 
about foreign policy even during consideration of the budget. 
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POLITICAL FINLAND 


MCDUATS CP ORGAN SXAMINES NEW SKDL SOCIALISTS’ GRCUP 
Helsinki KANSAN UUTISST in Finnish 28 Sep 82 p 2 
(Sditorial: “Organization of SKDL Socialists" | 


[Text] The SKDL [Finnish People's Democratic League] socialists have decided 
to organize themselves more effectively within the SKDL, 


Aside from their own executive committee to deal with national affairs, they 
are also forming their own organs in the SKDL district organizations, 


Te nonsocialist newspapers have been deliberately trying to turn this develop= 
ment into an event aimed against the SKDL's most powerful element, the Finnish 
Commnist Party (SKP), Uncertainty as to the nature and objectives of the 
socialists' organizational activity may also have arisen among the Communists 
during the past few weeks, 


There is, however no basis at all for this interpretation in terms of which 
this orgenizing is directed against the SKP, It is, of course, not the Com 
munists' function to try to tell the socialists participating in the SKDL what 
forms of behavior to adopt, We should bear in mind that, in certain discus- 
sions among SKP leaders at the time regarding the organizational structure of 
the SKDL, ideas were proposed to the effect that it would be a good thing for 
the socialists to found their ow party, which would join «he SKDL as a member 
organization in the nature of a cover organization like the SKP is, There is 
no question at all of sucn a far-reaching organizational form in the organizing 
taking place among the socialists now, 


The most important thing is certainly the spirit that regins in tne SKDi orga= 
nizations, We mst start with the natural premise that there are factions 

thet think in different ways in the SKDL, While respecting their individuality 
and equal status, we mst strive to find a common line of agreement on the 
fundamental major volitical policy issues, 


The SKDL has not lost its importance in the nation's political life, nor sas 
its value as en organizational form shrunk in the eyes of the People's Demo= 
orats, we should also start with this premise in the debate the party adminis- 
tration has decided to hold on organizational principles, 
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POLITICAL FINLAND 


CONS2RVATIVS PAPER LOCKS AT FEUD BETWSEN CPSU, SKDL 
Helsinki UUSI SUOMI in Finnish 27 Sep 82 p 2 
(aditorials: "Front or Cooperative Organization?" | 


[Text] The invitation the SKDL (Finnish People's Democratic League] parlia- 
mentary group received to send a parliamentary delegation as a guest of the 
CPSU has once again set in motion an embarrassing debate, from the standpoint 
of the SKDL, over the nature of the organization, As the reader will recall, 
after the invitation had been made it was specified that it had indeed been 
extended only to the SKDL's Communist representatives in Parliament, Although 
it is referred to as the SKDL parliamentary group, with the exception of four 
of them its members are members of the SKP [Finnish Communist Party], Those 
who do not: belong to the SKP call themselves SKDL socialists, 


“hen the SKP came out into the open after the war, its intention was to bring 
about a broad coalition “of democratic forces" with the aid of the SKDL, Fow- 
ever, they got only a few left-leaning Social Democrats whose Socialist Unity 
Party had soon withered away, %o join this coalition alongside the Communists, 
Accordingly, only the SKP and women's, youth, student and teenager organiza- 
tions were left, 


While most SKDL members do not belong tc the SKP, SKDL leaders are to a very 
great extent committed to the Communists, The only major exception to this is 
the chairman of the SKDL, The socialists and Stalinists in particular have 
different views on the nature of the SKDL, As the Stalinists see it, the SKDL 
is a cooperative organization, In practice this would mean that it would be 
a front organization acting under the direct orders of the SKP, with the help 
of which the latter would merely gain the kind of support for SKP candidates 
that they would not get running openly as Communists, 


Under the leadership of its last two chairmen, Ble Atenius and Kalevi Kivisto, 
the SKDL has striven to increase its independence from the Commnists, This 
effort has, among other things, led to a situation in which SKDL ties with the 
CPSU have been cut off these past few years, It was precisely in light of 
this situation too that the apparent invitation was sent to the parliamentary 


group, 
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The OPSU's closest ties with Finland are naturally with its brother party, the 
Sk>, Delegations are also exchanged with the SDP [Social Democratic Party | 
and the Center Party, The Conservative Party has moved up to the level of 
youtn delegation, On the other hand, the maintenance of contact with the 
People's Democrats is almost nil, For some reason the CPSU considers exchan= 
ging visits with all the other parties except the SKDL to be important, 


The People's Democrats are faced with a fateful issue, The socialists are 
strengthening their own role by founding their ow center organization and 
local sections in connection with it, among other things, The new organiza~ 
tion's rules were approved a week ago, SZfforts in this direction merely in- 
tensify the disputes over the nature of the SKDL, While these disputes had 
eased off a bit in SKP circles, at least during the elections, the conflict 
is getting worse in SKDL circles, 


“he Kivisto faction's position has thus certainly become clearer in terms of 
its attitudes toward international and ideological affairs, but at the same 
+ime the SKDL has drifted into internal difficulties, Also combining itself 
with the situation is the fact that the SKDL chairman has a fairly good public 
image, but the masses in his constituency do not want to stick together, 


11,466 
CSO: 3617/7 


62 





POLITICAL : FINLAND 


OP SECRETARY AALTO SESS ROOM IN PARTY FOR MODERATES 
Helsinki KANSAN UUTISET in Finnish 27 Sep 82 p 5 
[article: "Communists Too Have the Right to Expect a Desire for Cooperation" | 


[Text] In SkP [Finnisi Communist Party] Arvo Aalto's opinion, alongside an 
independent SKP there is plenty of room for a strong and distinctive SKDL 
(Finnish People's Democratic League] within which socialists, inside their 
own party, can organize themselves as they wish, 


"Tn the debate that has been set in motion over the limits of SKDL cooperation, 
Communists have the right to expect all SKDL factions to extend the same re= 
sponsible and equitable cooperation, in accordance with the SKDL's rules and 
platform, as that expected from us Communists," Aalto emphasized, 


The SKP first secretary reminded us that the SKP has not sought to acquire an 
influential position in Finland under the banner of the SKDL nor with its 
support, "The sources of the SKP's strength have been socialism's mighty 
victories since World War II and the socialist countries’ rapid, from a his= 
torical point of view, social evolution, In the battle over the distribution 
of profits the SKP has been among the tireless vanguard organizations, 


"Te SKDL has taken the Communists' ability to cooperate into consideration in 
a broader sphere of operations too," Aalto said and cited as examples the for= 
mation of a SAK [Centrai Federation of Finnish Trade Unions |/-like trade union 
movement, a return to TUL [Workers Sports League] unity and the SKP's respon 
sible contribution in a government coalition of the Left and center parties, 


Aalto asserted that SKP leaders would have nothing against it if they were to 
air the framework for cooperation inside the SKDL too, freed of the dallast 
cf the pressures cf the SKP's internal situation, the election defeats expe= 
rienced and the frustrations and strains brought on by the weakening of posi- 
tions, He, however, urged them to consider how cooperation in this particular 
organization could be improved on what it was before, 


ecording to Aalto, the SK? has not used its relations with the CPSU against 
tne SKDL, socialists participating in the SKDL or other People's Democrats, 
Secause of this, ne feels that it would be poor judgment if they were to try 
+o regard SXP=-CPSU relations as being opposed to or to set them against SKDL 
internal cooperation, 
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He felt that it is regrettable that those who have grouped themselves about 
the newspaper, TIEDONANTAJA, have used the solidarity they have received fron 
the CPSU to shore up their own positions in the SKP and the SKDL in a way that 
is detrimental, 


According to Aalto, competition and even tensions are legitimate among the 
different factions in the SKDL, 


"The settling of internal differences that has led to this situation shculd 
be resolved within a framework that will increase the SKDL's ability to in 
future influence the solving of major problems, We must be capable of focus- 
ins rather on today and tomorrow than on what we have done wrong, unsatisfac- 
torily cr incompletely," 


Aalto alsc urged those who are concerned over the success of the SKEDL to direct 
their thoughts to the major issues of the entire society and Finland's future 
and to stimulate a renewal of information, using an ideological debate that 
does not inwardly narrow the framework of our party's organization, 
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POLITICAL FINLAND 


CP CHANGES PROVINCE CHIZF DESPITE PROTEST FROM STALINISTS 
Yelsinki HELSINGIN SANOMAT in Finnish 2 Oct 82 p 8 


[Text] Following a vote on Friday, the Finnish Commnist Party (SKP) Central 
Committee removed the party's Lappi district secretary, Pertti Periniva, from 
office and appointed SKDL [Fimish People's Democratic League] Lappi district 
secretary Paavo Suosalo, who has the confidence of the Lappi District Committee, 
as the new district secretary, The reason for the change was Periniva's overly 
warm relations with the party's Stalinist minority and the so-called third line, 


Te Central Committee also approved the Politburo decision for party chairman 
Jouko Kajanoja to stay on as minister until the parliamentary elections next 
spring, When Kajanoja was elected chairman of the SKP last spring, he had 

announced that he was giving up his ministerial duties and that he would con- 


centrate on leading the party, 


The change of Lappi district secretaries is linked with the SKP's August de- 
cisions on integration, 


The SKP Lappi District Committee had demanded Periniva's removal earlier, but 
a decision on the matter was postponed from August to early October, His re- 
movai in August might have interfered with the return of the Stalinists to 
the SKP administrative organs, ! 


The Stalinists tried to prevent Periniva's removal in negotiations, but the 
moderates did not agree to that, It would have been impossible since it is 
precisely moderates representing a hard line who control the SKP Lappi District 
Comnittee, 


The moderates, however, agreed to postponing the change of secretaries until 
the Cctober Central Committee meeting, As a condition for the postponement, 
they stipulated that the Stalinists should no longer oppose Periniva's removal 
at that time, 7 


“ie SKP Politburo discussed the matter on Wednesday and at that time it was 


evident that the Stalinists were still demanding that Periniva keep his post, 
The vote ended in a 6<to-4 victory for the moderates, 
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The vote figures in the Central Committee were 27 to 21 for Periniva's removal, 
Two members abstained from voting, All the Stalinists and several moderates 
opposed Periniva's removal, 


In connection with its international policy position, the Central Committee 
suggested that it would be as prestigious as can be to invite PLO leader 
Yasser Arafat to Finland, The SKP at the same time reiterated its proposal to 
extend official recognition to the PLO, 
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POLITICAL FINLAND 


PAPER EXAMINES EMBROGLIO OVER ARAFAT INVITATION, CANCELLATION 


Helsinki UUSI SUOMI in Finnish 6 Oct 82 p 2 
/Editorial: "Who decided, what and about what"/ 


/Text/ Unbelievable as it may be, the Speaker of Parliament had finally to 
decide the fate of the invitation to Yasser Arafat. The government, which 
started the initiative, was not involved, rather the job was shifted to 
Virolainen, with almost an open mandate. 


It is important from the point of view of the fundamental policy line 

followed by Finland, that the government did not appear at first as the 

issuer of the invitation to the PLO leader. And even though Arafat is no 
parliamentary person, the Speaker of Parliament could have acted as host for 
the visit provided that the matter could be handled without disagreements 

and with less publicity. After the government had crudely shifted the 
decision to the Speaker, Virolainen, surely after carefully considering the 
matter, has politely declined the honor. Under these circumstances, conditions 
for the visit did not exist. 


It is also strange that neither Foreign Minister Stenback, Prime Minister 
Sorsa, Speaker Virolainen, nor President Koivisto has consented to explain 
his thoughts even in the final stages. People were ready to invite Arafat 
here in the name of the people of Finland or with the cooperation of 
Parliament, but the same Finnish people have never been told what led to the 


final outcome. 


Relationships among certain high political leaders at the level of important 
decision-making in foreign policy are not as they should be. In addition to 
the friction that appears in personal relationships, jurisdictional 
relationships are poorly organized. 


The events are not explained by Foreign Minister Stenback's comment of 
yesterday, according to which there was just a misunderstanding between the 
prime minister and the foreign minister, which has now been resolved. If 

the renewed division of labor between the prime minister and the foreign 
minister that has been promised by the foreign minister can be realized, well 
enough. But one can just as well ask what kind of renewal there can be in 
the division of labor, since up to now the position of the foreign minister 
has always been clear. Only between Sorsa and Stenback has there arisen 4 
public controversy over who in the government is really responsible for 
handling foreign affairs. 
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The President has tactfully kept himself apart from the argument over who is 
right. But the Arafat dispute will surely give even the President much to 
think about, and the deliberations will concern not only Finland's 

relationship to the PLO, but also the mechanics of directing foreign policy. 


In a republic there must be a clear hierarchy in foreign policy. The 
President has, even according to the constitution, the supreme position, but 
it appears that in Finland's multiparty government the ministers need a 
referee when faced with the irresistible temptation to use foreign policy as 
a means of advancing themselves or their parties. 


The Arafat dispute is closely connected with the efforts of the leadership 

of the Finnish Social Democratic Party to control all the most important 
affairs of the republic by itself. If one wants to personalize the situation, 
it is of course easy to say that the chairman of the SDP, prime minister 
Sorsa, is trying to appear as a vice-president. But the background is 
broader than that. After their election victory, the Social Democrats have 
widely begun to appear as generals in other areas than foreign policy. 

The difference from the period of Center Party administration is just that 
the SDP and its chairman, at least in this first round, have become entangled 
in their own cleverness. Instead of a triumph, the invitation of Yasser 
Arafat to Finland at an appropriate time has turned into a foreign-policy 
fiasco. 
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MILITARY FRANCE 


ECONOMIC PLANNING METHODS, PROGRAM DECISIONS IN NAVY 
Paris DEFENSE NATIONALE in French Oct 82 pp 13-28 


[Article by Admiral Philippe Ausseur, former French Navy vice chief of staff: 
"Strategy of the Means"] 


[Excerpts] For descriptive convenience, I use the term "strategy of the means” 
to define the capital investment and construction policy for tomorrow's navy 

as opposed to the "strategy of the ends" which is the employment doctrine of 
today's navy. 


The navy chief of staff has two principal tasks: to command today's navy and 
build tomorrow's navy. He is assisted in this dual task by the naval staff 
headed by the vice chief of staff. Most of the latter's activity centers upon 
the "strategy of the means," in other words upon planning and programming the 
future navy. Major options of that strategy are submitted to the chief of 
staff and the senior naval council, with preliminary examination of those 
options being a naval staff responsibility. 


Devising a planning policy is a difficult exercise, primarily because there is 
no such thing: as a type navy. In fact, we note that no two navies in the 
world are similar in the geometric sense of the term. The four principal 
navies--U.S., Soviet, British, and French--are radically different. The U.S. 
Navy has strategic missile submarines and nuclear-powered attack aircraft 
carriers. The Soviets and British have no attack carriers. We have strategic 
missile submarines, attack carriers, a surface fleet, but no nuclear-powered 
attack submarines.! Building a navy entails a series of initial choices, and 
there is no such thing as what is frequently called "a balanced navy." This 
is a notion that could be included in "the small dictionary of prevalent 
misconceptions." 


Hence the first task in planning is to define the relative importance of each 
component within the navy. This voluntary and particular compromise is 
directly dependent on the defense policy established, in France, by the 
political authorities. Thus in 1978, the previous government, through the 
Defense Council, approved a model for the navy of the year 2000.2 In 1980, it 
added two nuclear-powered aircraft carriers, a decision that had been held in 
abeyance in the 2000 model. That same year, the President of the Republic 
personally announced that 800 million francs had been added for a public 








service force designed for offshore police, protection, and other government 
tasks inside France's exclusive 200-nautical mile economic zone. The problem 
is apparently settled for the next 20 years, provided, of course, the 
government does not approve, as it has every right to do, another model for 
the navy, one based on a different policy. 


Without prejudging these political decisions, it is still possible to analyze 
the factors, parameters, or constants which, based on a given policy, permit 
making those choices from which planning and programming can proceed. 


1. A Strategy of the Means: For What Strategy of the Ends? 


In France's case, such functions as strategic deterrence, projection of power, 
and protection of sea commerce cannot be totally dissociated one from the 
other. The existence of our strategic missile submarines gives us a certain 
freedom of action within the Atlantic Alliance to which France belongs, even 
though it has withdrawn from the Alliance's integrated military organization. 
Yet this freedom would be a mere illusion if we did not have, at the same 
time, the means of defending, at least partly, our national interests at sea. 


Hence there is a connection between the size of the Strategic Naval Force 
(FOST) which ensures us a certain freedom of action, and the size of our 
surface fleet which must be commensurate with that freedom. 


2. Tactical Aspects of War at Sea 
We must first try to establish a few reference points. 


a. The dioptric air-sea medium remains impervious to any measurable physical 
phenomenon. The air is the domain of acoustics. Radio waves do not pass 
through the diopter, or barely so. Acoustics is practically never used 

above the surface of the sea. 


b. The missile-antimissile argument has replaced the old gun versus 
battleship confrontation. Here and there, guns are gradually being replaced 
by missiles without knowing much about the actual results of such a change. 
In the past, a warship had two major characteristics: the range of its guns, 
analoguous to a boxer's reach, and its speed which enabled it to flee or give 
chase. Thus a warship was almost a sure winner if it had the advantage of 
both range and speed. It could elude a more powerful adversary and catch up 
with a weaker adversary while staying out of range of the latter's weapons. 
And if a choice was required, preference had to be given to range in 
defensive operations and to speed in offensive operations. 


c. Marine propulsion systems will be primarily either diesel or nuclear. 
Diesel engines with a low compression ratio now permit attaining great speeds 
that heretofore were possible solely with gas turbines and steam turbines. 
Furthermore, these diesel engines are much more fuel efficient. Fuel-cost 
and operating-range criteria are now of prime importance, thus prompting the 
navy to consider only two types of propulsion systems, diesel and nuclear, 
the choice between one or the other being a matter of tonnage. 


70 








d. Conventional hull designs will be retained. For 20 centuries, ship design 
has been based on Archimedes' principle. These past few years, lift systems 
have been designed that are based more on aeronautical engineering principles. 
However, these all have one common characteristic: their movement requires 
two to three times more power, a large part of which is used to provide lift. 
Our navy, on the other hand, has decided to stay with Archimedes" principle 
which costs nothing, as long as the price of oil remains high and there is no 
nuclear reactor of sufficiently reduced size. 


We can summarize these tactical considerations by saying that for a long time 
to come we will need submarines for undersea warfare, aircraft for aerial 
warfare, and conventional-hull surface ships which, despite their difficult 
situation, are the only ones capable of participating in both types of 
warfare. Propulsion will be diesel or nuclear. Missiles will be the 
predominant weaponry. 


3. Planning-Programming Based on Ships in Commission 
The Naval Staff's Role 


At the outset, we must point out that there are three planning and programming 
decision-making levels, namely the government, the defense ministry, and the 
naval staff (EMM)-technical or engineering directorates, particularly the 
Technical Directorate for Marine Engineering (DTCN) and the Technical 
Directorate for Missiles (DTEN).° 


The flow'chart at Figure l1--called cybernetic by method and because it 
represents "voluntaristic movement"--can be read in the following way: the 
government establishes defense policy which the defense minister translates 
into missions for each of the services. 


The means needed to carry out these missions are determined in discussions 
between the minister and the naval staff. Subsequently these means are 
translated into costs in discussions between the naval staff and the 
technical directorates. At defense ministry level, the total costs of all 
the services constitute the defense budget. Because the latter is one of the 
government's largest budgets, it is a key element in overall governmental 
policy. 


This flow chart can obviously be followed in one direction or the other. 
Military leaders are convinced the flow or process must turn in direction 

"I" [indicated by arrow] whereas financiers are convinced it must turn in the 
opposite direction. Actually, it seems reasonable to believe that in 
peacetime the financiers are right, but that in a period of crisis or threat 
of wer the military would be right. A change in direction is perhaps the 
true sign of a transition from time of peace to time of crisis. It is the 
indicator which everyone looks for, that moment when the notion of balance 
loses its usual meaning and when the economy is “battered" for the benefit of 
the defense effort. 
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Figure 1. Cybernetic Flow Chart 
Key: 
1. Planning process 6. Ministry of Defense 
2. Level 7. Missions 
3. Defense policy 8. Financial resources 
4. Economic policy 9. Naval staff, directorates 
5. Government 10. Means 
11. Costs 


In peacetime, therefore, the prevalent direction is such that the planning and 
programming effort consists of two operations that are very familiar to 
housewives. The prime minister has before him a "pie" that represents 
government expenditures for the coming year. He cuts it into slices for each 
of the ministries, one such slice being for the defense ministry. At defense 
minister level, this slice is later cut into four pieces, i.e. into army, 
navy, air force, and common sections. This is done during sharp bargaining 
sessions in which logic does not always have the best of the bargain. At that 
time, the navy tells the minister: "With the money you are giving me, here's 
what I can do and especially what I cannot do." 


This process has the advantage of clearly establishing "who does what." The 
navy chief of staff and his vice chief of staff maintain a dialog about 
missions and means with the defense minister, and about means and costs with 
the technical directorates. 


Each citizen, each voter can indivdually have an opinion about defense policy 
and economic policy, as well as about defense's share of the national budget. 
But this is no business of the navy as a public body. 
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Parameters of Programming 


One of the principal parameters of programming is the "heritage" [all ships 
in commission]. The service life of a ship varies from 30 years for the 
largest to 20 years for the smallest. 


Hence from the standpoint of mere replacement, the annual capital investment 
installment represents about one-twenty~fifth of the capital. It is evident 
that the navy cannot evolve very quickly. At the present time, it has 
approximately 200,000 tons of combatant ships and 100,000 tons of auxiliary 
or logistic support ships (landing craft, repair ships, tankers, etc.). 
Everything is practically "frozen" until 1988: the ships that will be in 
service or enter into service by 1988 are already programmed or launched, and 
many are already in commission. 


The evolution in total tonnage does not, however, accurately reflect the 
evolution in the navy's overall configuration. For example, although the 
total tonnage remains constant, there is a diminishing number of ships 
because as small ships are scrapped they are being replaced by larger ships. 
On the other hand, a good indicator of a navy's health is the number of ships 
that are less than 10 years old. In a healthy navy, approximately half of the 
ships should not have completed half of their normal service life. We are 
currently slowly recovering from a situation that had profoundly deteriorated, 
and we shall not attain a truly healthy state until 1988. The reduction in 
the number of ships, while maintaining a constant total tonnage, stems from 

a decision made 10 to 12 years ago not to replace a certain number of small 
ships but to build frigates and corvettes instead. 


Another key parameter of programming is the industrial capacity of the 
Technical Directorate for Marine Engineering (DTCN). The marriage of love 

and convenience between the DTCN and the naval staff is a long-standing 
alliance. As in all households, there is naturally some friction from time 

to time. But all of our combatant ships are build by the DTCN, and we have 
every reason to be satisfied with the results. The British say that our 

ships are among the best in the world, and I hold a similar view. The British 
also claim that we do not have enough ships, and I likewise share that opinion. 
As the agency responsible for programming, the naval staff must of necessity 
take accurate account of the industrial partner's particular limitations, and 
that is why we continuously work together. 


It is no secret that an industrial enterprise attains its optimum efficiency 
when operating near maximum capacity, because its overhead is reduced to a 
minimum. In this respect, the DTCN is very rigid because its workers have 
civil service status. Hence there is no flexibility and the industrial 
system cannot, so to speak, adapt itself to our capabilities which, unlike 
the system, do vary. Its 1981 output totaled 33 million production hours, 
one-third of which was alloted to fleet maintenance, one-sixth to the 
Strategic Naval Force (FOST), one-sixth to naval aviation and ammunition, and 
lastly one-third to design, development, and new construction. 
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The optimum workload would be 38 million hours. This would permit building 
12 to 13 million tons of shipping instead of the current 10 million tons. 

As I have already noted, this reference to tonnage is imperfect, however, in 
that we cannot rationally compare aircraft carrier tonnage, tanker tonnage, 
and nuclear powered submarine tonnage. Yet we can probably slightly increase 
the navy's new construction workload if we want to fully utilize our 
industrial partner's capacities and obtain the lowest possible price per ton. 
Lastly, I should point out that this lack of flexibility in the industrial 
system has had serious consequences. In 1976, all new ship construction 
practically ceased except for the Strategic Naval Force (FOST) and, because 
of the system's inertia, it took some time to resume construction once 
necessary funding was obtained. 


One final parameter of programming is the program funding procedure, a 
procedure peculiar to the navy. Outlays—or CP--are ready money. Program 
ot ligational authority--or AP--permits initiation of a program. But in the 
navy's case, the AP concept has deviated from its initial meaning. To start 
building an aircraft carrier, it would, in principle, be necessary to have 
the total AP--4.5 billion francs--from the very outset. In actual fact, such 
construction can be entered in the budget--as has happened in the past--for 
merely 40 million francs. The Finance Minister considers this to be a most 
convenient procedure, because if the program were to be abandoned the 
following year, only 40 million francs would be "lost." While an airframe 
manufacturer rightly requires the total AP before signing a production 
contract, the DTCN is forced to accept initial production orders for two 
corvettes--a 3-billion franc program--with an AP of only 400 million francs. 
The navy and the DTCN are protesting this situation, but they are opposed by 
the financiers who surely, in my opinion, ought to be the first to denounce 
this practice which is contrary to the very principle of program obligational 
authority. 


Programming culminates in producing a military instrument, in this case the 
French Navy. The following is a broad outline of that navy's present 
composition and prospects. 


First of all, there are the strategic missile submarines. The sixth is under 
construction and the seventh is on the drawing board. The decision to build 
these submarines is the direct responsibility of the political authorities. ® 


We have 25 attack submarines and are in the process of replacing the diesel- 
powered submarines with nuclear-powered submarines. One nuclear-powered 
attack submarine (SSN) will replace two diesel-powered submarines for the sole 
reason that maintenance of an SSN is two and a half times more expensive. The 
SSN is an entirely new craft with which we have as yet no experience. / 


We have two aircraft carriers and one helicopter carrier. The previous 
government approved construction of two nuciear-powered aircraft carriers 

for the 1990's. As a result, the size of the submarine and attack carrier 
force should remain constant until 2010 or 2020. Antiaircraft ships are for 
the most part associated with aircraft carriers for which they provide close-in 
antiaircraft protection. 





Antisubmarine warfare vessels and patrol craft constitute what might be 
called the navy's "stock-in-trade," the only or nearly one component that is 
bought "by the meter." Patrol craft are more peacetime vessels than wartime 
vessels. The requirement for such vessels to patrol the exclusive economic 
zones is obvious in peacetime. They would be swept away in wartime unless 
protected, in the open sea, by the ocean-going forces. As for the mine 
warfare ships, they are defensive vessels designed to clear indespensab le 
channels and passes. 


Auxiliary ships and landing craft make up Gne-third of our vessels. The 
geographical area accessible to our fleet depends in part on these ships. 

For example, without a replenishment fleet tanker, we could not dispatch ships 
to the Indian Ocean for any lasting stay. In this connection, the following 
ratios are not only indicative but also quite revealing: to keep one 
corvette on station in the Gulf of Guinea, it takes either four corvettes 

(one in transit to the Gulf, one in transit from the Gulf, one in port for 
maintenance, and one on station), or one tanker and two corvettes (one on 
station, one in port for maintenance). 


As for the antiaircraft ships, there will be a gap in 1986 because the 
decision to build antiaircraft (AA) corvettes was subordinated to the 
decision on the aircraft carriers. Some 4 months after that latter decision, 
the minister signed the order to begin construction of the first two AA 
corvettes. Because it takes 7 years to build them, the 1986 gap is 
inevitable and the first AA corvette cannot be commissioned until 1987. For 
some time there will thus be only three antiaircraft ships. 


Therein lies navy programming's major problem, but nothing more can be done 
about it. This example shows that the detrimental effects of decisional 
fits and starts are felt a long time afterward. Generally speaking, it is 
then no longer the same government nor the same minister. It is never the 
same navy chief of staff nor the same vice chief of staff. But it is always 
the same navy. 


The drop in the number of patrol craft is but of litte strictly military 
significance. Most of these vessels are old and scantily armed. Little by 
little, they are giving up the ghost, regardless of the skill and zeal of the 
men assigned to comma d and maint .in them. Moreover, this maintenance is 
very expensive. They will not all be replaced. Hence between now and 1986, 
the number of patrol craft will drop from 30 to 12. While it takes little 
time to pass a law extending our responsibilities in the exclusive economic 
zone to 200 nautical miles, on the other hand, because of budgetary 
limitations it takes 5 years to build the ships needed to maintain 
surveillance of that zone. 


Conclusion 


In concluding these remarks, I consider it essential to revert to the two 
fundamental truths that should be kept in mind when seeking to design a navy. 
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The first is the great importance to the navy of extensive continuity in 
programs. Because of the industrial system's unwieldiness, and also because 
of the "biological" characteristics of ships--it takes 10 years to conceive 
and produce them, and then they live but 20 to 30 years—-naval construction 
is necessarily a long-term operation and one that can be reoriented only 
slowly. Abrupt changes accompanied by broad budgetary variations invariably 
result in a tremendous waste of industrial capacity and money. Because of 
the previously mentioned inertia, the impact thereof is felt only several 
years after the decision which caused such waste. This is no doubt why the 
navy is considered to be conservative. 


The second truth is that the navy's ultimate purpose is not to please naval 
personnel. The navy is but the implementation of a political decision 
expressed in terms of missions or capabilities. Planning and programming are 
the physical and financial history of the development and production of the 
means required to accomplish these missions. That is why there is no 
intrinsically "balanced" navy, but solely a navy more or less adapted to its 
assigned missions. This adaptation is a personal responsibility of the 

navy chief of staff. It is likewise the primary duty of all of us, in 
peacetime, as we wait to perform, if and when necessary, our duty as 

fighting men some day. 


FOOTNOTES 


1. Editor's note: The first French nuclear-powered attack submarine, the 
“Rubis," is to be commissioned this year. The second, the "Saphir," will 
be commissioned in 1984. Three others are on order or under 
construction. Plans call for a total of 10 such submarines. 


2. Editor's note: This model navy is generally called "model 2000." 


3. Editor's note: At the launching of the [ballistic missile submarine | 
"Inflexible" in Cherbourg on 22 June 1982, Defense Minister Charles Hernu 
said that no decision had yet been made on building successors to the 
[aircraft carriers] "Foch" and "Clemenceau." 


4. Editor's note: Needless to say, the naval staff is very carefully 
studying the tactical lessons to be drawn from the air and naval conflict 
in the Falkland Islands. It is already evident that missiles did not 
preclude the use of bombs and guns. See Georges Outrey's article, 
"Palklands: Old or New Lessons?," in this issue. 


5. See the following artice on "The Technical Directorate for Marine 
Engineering and its Activities." 

6. Editor's note: The President of the Republic announced the decision to 
build the seventh SSBN [nuclear-powered ballistic missile submarine] 
during his 24 July 1981 visit to Ile Longue [SSBN base]. In his 15 
November 1981 speech at the IHEDN [National Defense Institute for 
Advanced Studies], Defense Minister Charles Hernu announced that the 
Defense Council had approved construction of a seventh SSBN that would 
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be "a new generation submarine scheduled to be commissioned before the 
mid-1990's." 


7. "Model 2000" (see footnote 2) calls for a total of 10 SSN‘'s and four 
diesel-powered submarines. 


8. Editor's note: Subject to decisions to be made by the present government 
(see footnote 3). 


8041 
CSO: 3519/59 END 


77 








END OF 
FGHE =| 
DATE FILMED 


Nc ) \ e_k 












